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contributions of 
UOP RESEARCH 


underwater 
wonder workers... 


Out of the amazing world of plastics have come underwater workers that serve 
under operating conditions peculiar to submerged mechanical parts. 

Although seldom seen, these plastics contribute greatly to the reliability 
of many things... from household appliances to vital military 
and industrial equipment. 

And completely unseen are important contributions of petroleum research 
that have helped make many of these plastics possible. Research, creating 
methods of processing petroleum to provide basic chemicals for the production 
of plastics, is part of UOP’s daily task. 

Just another example of how UOP research in petroleum points the 
way to progress in plastics and other fields. 


UNIVERSAL OIL PRODUCTS COMPANY ves Praines, we. u.s.a. 


WHERE RESEARCH TODAY MEANS PROGRESS TOMORROW 





GOODYEAR DIVERSIFICATION AT WORK 


New Bell System electronic larynx 
restores speech to those who have 
lost the use of their vocal cords 


Helping people to talk again . . . this is 
a continuing Bell System project which 
grew out of Alexander Graham Bell’s 
lifelong interest in persons with hear- 
ing and speech handicaps. 

Now Bell Telephone Laboratories 
has developed an improved electronic 
artificial larynx which is entirely self- 
contained and battery-operated— 
designed to serve as a “new voice” for 
many people who have been affected by 
surgery or paralysis. 


bad 


in Grandad’s left hand, the Bell System’s new electronic larynx. 


A new voice for the voiceless 


When held against the neck, this in- 
genious 7-ounce device transmits vibra- 
tions into the throat cavity which can 
then be articulated into words. Speech 
sounds of good intelligibility and im- 
proved naturalness are produced. 


Two models are being made by the 
Western Electric Company, manufac- 
turing and supply unit of the Bell Sys- 
tem. One simulates a man’s voice, the 
other a woman’s. In keeping with the 
Bell System’s long history of public 
service, the Bell Telephone Companies 
are making this device: available on a 
non-profit basis. If you would like 
further information, just get in touch 


with your Bell Telephone business office. 


This new artificial larynx is another 
example of how research at Bell Tele- 
phone Laboratories serves the public 
in many ways—in developments used 
by the world’s most modern telephone 
system—and in inventions which have 
wide application by outside industries 
and people in all walks of life. 


* Held to the throat, the Belj System elec- 
tronic artificial larynx replaces the vibrations 
of normal vocal cords to 
me produce speech. Power 
7 is turned on and off, 
= and the pitch is varied, 
by a simple thumb- 
operated switch. 


BELL TELEPHONE SYSTEM @® 
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GOODYEAR DIVERSIFICATION AT WORK 


Rain Hat For An All-Weather Detective 


Weather can be rugged at New York's Idlewild In- 


ternational Airport. Salt sea air, rain and snow cut 
the efficiency of sensitive radar antennas.'A way had 
to be found to protect air-traffic controllers’ best 
storm-safety device. 

Goodyear’s technical mastery of rubber gave the 
answer. An inflatable radome, stormproof, easy to 
erect and maintain. Mounted atop the control tower, 
it shields the inquisitive antennas from atmospheric 
damage. In the worst of flying weather this rubberized 
hemisphere helps to protect the safety of take-offs 
and landings—one every two minutes, night and day. 


Lots of good things come from 


t ex ’ i 
+ 
Pay é 


Overseas flights based on Idlewild airport are a 
direct reminder of Goodyear’s own international 
operations—rubber growing in Indonesia and Latin 
America, manufacturing in 24 foreign countries, dis- 
tribution of products in every nation of the free world. 

Working with metal as well as rubber and plastics, 
Goodyear's contributions to land and air travel are 
essential and diversified. Before a flight clearance 
is given, before the control tower gives permission 
to land, Goodyear imagination, research and de- 
velopment have been at work—designing a safer 
journey for tomorrow. 
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SIDE LINES 


Best Foot Forward 


WE are glad to have a chance here 
to salute—and chide—an old friend, 
America’s $4-billion advertising 
industry. 

We suspect sometimes that our 
advertising industry can master- 
fully sell just about anything in 
the world—except 
itself. Sometimes, 
reflecting on their 
industry, our ad- 
men speak too re- 
motely and smugly 
in pure abstrac- 
tions. Sometimes, 
in dealing in par- 
ticulars, they strike 
a falsely cynical or 
selfish note. At 
other times, when 
it should be speak- 
ing up, the industry 
is silent. 

Worth Noting. All 
this comes to mind 
because of sormie- 
thing that came into 
our hands just re- 
cently. It is a hand- 
some booklet, pre- 
pared by the Ad- 
vertising Council, 
concerned with 
something we think Americans 
should know more about. It 
describes a cooperative effort by 
the nation’s advertising industry, 
through the Advertising Council to 
support public service campaigns 
which profit all of us, without 
making money for anybody. 

Called “Smokey Bear Loves Ad- 
vertising Agencies,” it is a 20-page 
account of two years of work to 
make Americans aware of some 
things that are irnportant to us all: 
the Red Cross, driving safety, and 
the prevention and alleviation of 
cancer, heart disease, mental ill- 
ness, arthritis, and the like. 

You have seen many of these 
council-sponsored ads in the pages 
of Forses, which like many other 
publications has been glad to co- 
operate in such worthwhile cam- 
paigns. When so many selfless 
people within the advertising in- 
dustry work so hard for such good 
ends no publisher could refuse to 
do his small part too. 

Many of the characters and slo- 
gans created for these Council cam- 


New York 11, N.Y. Second-class postage paid at Post Office. New 


paigns have long since sunk deeply 

into our minds, without most of 

us being aware just when and how 

it happened. Now we are glad the 

Advertising Council has collected 

all of them together. Because frank- 

ly we get quite a kick out of seeing 

them for once cheek 

to jowl, and we 

think you will too. 

We are glad too 

that, in a quiet and 

unboastful way, the 

advertising industry 

has at last produced 

a record of its con- 

tributions through 

these campaigns. It 

is a shining ex- 

ample of how we 

think the industry 

should put its best 

foot forward. And 

best of all, it gives 

us a chance not to 

chide, but to praise. 

Dedicated Effort. 

Our personal favor- 

ite is the campaign 

featuring Smokey 

the Bear, the animal 

forest ranger which 

(we almost said 

“whom”) the U.S. Forest Service 

gives much of the credit for pre- 

venting some $10 billion worth of 

forest fires. Another standout is 

the young student who “may be 

passing his tests—but flunking 

his future” because of inadequate 

schools. And who among us has 

not been given pause by the re- 

minder that “The Life You Save 
May Be Your Own’? 

Last year, U.S. publications and 
broadcasters (helped by some ad- 
vertisers) gave a whopping $180 
million worth of free space and 
time to support these campaigns. 
Dedicated advertising people, from 
top to bottom, contributed count- 
less creative hours to the effort. 

For your copy, write Maxwell 
Fox, The Advertising Council, 25 
W. 45th St, New York 36, N.Y. 
We hope you will, and we hope you 
then go on to use material from 
these campaigns in house organs, 
plant campaigns, and even on let- 
terheads. If you will only ask, the 
Advertising Council will be glad to 
suggest how. 


Volume 86 
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We’re proud of the mechanical accuracy of the Friden fully automatic 
calculator. But neither it nor any other calculator can get a right 
answer from a wrong entry. 


The calculator that allows the smallest margin for operator error will 
actually prove to be the most accurate. 


The Friden SBT requires fewer manual keystrokes, fewer operator 
decisions than any other calculator on the market.* /n terms of day- 
to-day output, this makes it the most accurate calculator you can buy. 


For a no-obligation, ten-minute demonstration of “The Thinking 
Machine of American Business,” call your Friden man or write: 


Friden, Inc., San Leandro, California. 


*This is PRACTIMATION: automation so hand-in-hand with prac- 
ticality there can be no other word for it. 


2 Friden 


GALES. SERVICE AND INSTRUCTION THROUGHOUT THE VU S AND THE WORLD 


© sw60 raiven, mo. 





Consumer spending, one of the big- 
gest props to the economy this year, 
may be softening. In recent weeks, 
bankers say, savings deposits have 
risen sharply, thus reversing the 
trend of the June quarter. Observes 
one banker: “It looks like people are 
becoming a little more cautious about 
spending.” 


a * a 

Profitable credit is still serving Spie- 
gel, Inc. well. With its fast-growing 
credit operations contributing a hefty 
share of profits, Spiegel expects to 
earn upwards of $4 a share this year 
vs. $3.82 in 1959. That would make 
Spiegel one of the few big retailers 
to show a year-to-year earnings gain. 

* * 

Tax-free income stocks caught Wall 
Street’s eye again as the market fell 
last month. Particularly singled out 
for attention were those utilities whose 
dividends are partly or all free of 
income tax. Among them: Portland 
General Electric (payouts 80-90% 
tax-free); California Oregon Power 
(100%); Pacific Power & Light 
(100%); and even El Paso Natural 
Gas (80%). 

a - * 

Aluminum makers, impatient to open 
up new markets for the light metal 
are embarked on a do-it-yourself 
program. In Cincinnati, Reynolds 
Metals broke ground on a $4-million 
urban renewal project, the first of 
five, which will utilize aluminum sid- 
ings, facing and roofs. In Los An- 
geles, meanwhile, Alcoa teamed up 
with Webb & Knapp to build the $500- 
million Century City project, which 
also will feature aluminum. 

> * * 

Firestone, alone among rubber’s Big 
Four, bucked the trend to lower earn- 
ings this year. For the first nine 
months of fiscal 1960, Firestone re- 
ported net up 3.2% to $46.1 million. 
The company’s explanation: “a world- 
wide program of expense control” 
But some competitors attribute Fire- 
stone’s prosperity to its huge Liberian 
rubber plantations and current high 
prices for natural rubber. 


* © a 

Firming plywood prices bring en- 
couragement to such big firms as 
Georgia-Pacific, U.S. Plywood, and 
Weyerhaeuser. After touching a ten- 
year low of $60 per thousand square 
feet in early August, plywood prices 
moved back up to $68 a thousand. 
Responsible for the pickup: sharply 
curtailed production by the major 
plywood companies, plus improved 

demand for building material. 

(ConTINUED oN PAGE 54) 
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A-M...a leading producer of 


metal powders, metal pigments 


and metal abrasives 


—_— 


The disintegration of iron into 
finely divided particles 1s basic 
to the manufacture of abrasives. 


AMERICAN-MARIETTA 


Metals Disintegrating Division 


With a background of more than 40 years in the 
field of powder metallurgy, American-Marietta’s 
Metals Disintegrating Division continues to pioneer 
in developing applications for metallic pigments, 
metal abrasives and metallurgical powders. 


Finely divided metals are essential to numerous 
industrial processes. They are widely used in the 
production of bearings, gears, mechanical parts, 


electrical and electronic components, paints and 
metallic printing inks. The number of products 
which can be manufactured more efficiently through 
powder metallurgy is increasing every year. 


The Metals Disintegrating Division is constantly 
broadening its horizons through the research and 
product development activities of its chemists, metal- 
lurgists and engineers. 


The startling dimensions of America’s economic growth and expanding 
markets have been projected in a special report, “The Years Ahead: 1960 To 


1975.” The significant conclusions of this professional study have far-reaching 
implications for every thoughtful executive. You are invited to send for a copy. 
Address Department YA, American-Marietta Company, Chicago 11, Illinois. 


PAINTS + PRINTING INKS + DYES + RESINS + ADHESIVES 
CHEMICALS + SEALANTS + METALLURGICAL PRODUCTS 
ENVIRONMENTAL TEST EQUIPMENT + HOUSEHOLD PRODUCTS 


Aw 


CONSTRUCTION MATERIALS + LIME « REFRACTORIES + CEMENT 


American-Marietta 
Company 
Chicago 11, Illinois 


Progress through Research 
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| BE YOUR OWN 6OSSs!! 


Own your own Licensed 
unattended coin-metered 


Westinghouse 


BE FINANCIALLY INDEPENDENT with a sub- 
stantial second income. Your own pres- 
| tige Westinghouse Laundromat store is 
| easily managed in a few hours a week 
| while you keep your present full time 
| business, profession or job. Maintenance | 
| and service can be contracted out to an | 
independent Authorized ALD Serviceman. | 


| 
| pRoFIT WHILE YOU SLEEPI Because all | 
| equipment is automatic, coin-metered and 
| sssealthe operated by customers without 
need of attendants, many Laundromat 
stores are open 24 hours a day, 7 days 
a week—making money for you even 
while you sleep! There are no labor 
problems, no inventories and no customer 
| contact, 
WE CAN FINANCE YOU! 
| ALD has helped plan and finance over | 
| 10,000 stores for doctors, professional | 
| people, businessmen, white collar work- | 
| ers, investors, farmers and production | 
| workers. These people manage their | 
| stores in spare time and have achieved | 
financial security and independence. If | 
you are considering the coin-operated | 
laundry business and pride yourself on | 
good business sense, compare the profit 
potential and leadership of the Westing- 
house Laundromat Store. Our case his- 
tory files are proof positive of consumer 
preference for the prestige Licensed 
Westinghouse equipped laundry store. 


NO EXPERIENCE NECESSARY 


Our staff of over 500 field experts works 
with you on location, store planning and 
training. For full information, call, write 
or wire today. 


ALD, inc. 


7057 N. Western Ave., Chicago 45 
OFFICES IN 49 PRINCIPAL CITIES 
ALD CANADA, Lid., 54 Ad Rd., T 
© ALD, Inc. 1960 








READERS SAY 


How Now, Dow? 


Sm: Your lengthy study of the Dow 
Theory (Forses, Sept. 15) is most inter- 
esting. While I am not a dedicated votary 
of the theory that Dow wrought with 
assistance from Hamilton and Rhea, I 
feel that it has a lot of validity still. In 
that connection please allow me to point 
out what I believe to be errors of in- 
terpretation in your “False Signals” 
charts. 

Referring to the 1923 signal in the 
Industrials, the signal was not valid since 
the penetration in late 1923 violated, not 
a secondary, but a minor bottom. 

And on the 1946 chart, the theory did 
not give a bullish “signal.” It did “re- 
confirm” a trend already in existence. 

It was, nevertheless, a most interesting 
article and I for one would like to see 
more like it. 

—Davin L. MARKSTEIN 
New Orleans, La. 


So overladen has the Dow Theory be- 
come with qualifying interpretations 
that arguments never end among latter- 
day sophisticates about the existence and 
validity of past Dow signals. Fores 
chose to take as such what many in- 
vestors at the time regarded as legitimate 
signals—Ep. 


Str: Too many people regard bear 
markets as synonomous with 1929 and 
1937, forgetting that, between the high 
and the low, the 1946-49 bear market 
lasted longer than the 1929-32 bear 
market. It is no part of the Dow Theory 
that a bear market must be a disaster. 

—CORTLANDT VAN WINKLE 
Yakima, Wash. 


Sm: The true signal which signified 
that we are, and have been, in a major 
bear market was given on March 3... . 
Any true Dow theorist knows that cer- 
tain stocks, at the moment in style, can 
go many points higher after a bear 
market has been in force—but eventually 
they, too, will drop. 

—Jack LEACH 
Tacoma, Wash. 


Sm: Security analysts for the most 
part, and many investment advisory 
services, fearful of going out on a limb, 
have taken refuge in the Dow-Jones 
Averages as an accurate barometer. This 
has created a distorted, unrealistic view 
of present day trends. 

—IsraEL CHERNOW 
Forest Hills, N.Y. 


Bank Membership 


Sm: “Bargain Borrowing” (Forses, 
Sept. 15) must be a revelation to the 
Federal Reserve System and the Federal 
Deposit Insurance Corporation, as both 
prohibit payment of interest on demand 
deposits. Rare though not unheard of is 
the American bank that is not a member 
of FDIC. I am sure Forses would not 


recommend anyone maintaining an ac- 
count in a bank which is not so insured. 
—R. S. JonHnston 
Vice Pres. & Cashier, 
Northtown Bank of Decatur 

Decatur, Ill. 


What recommendation? The fact: of 
the $255.5 billion on deposit in 14,013 
banks on Dec. 31, 1959, $7.9 billion was 
held by 622 banks which are not members 
of the FDIC—Eb. 


Oilmen’s Taxes 


Sir: Your article on Texas Pacific Coal 
and Oil Co. (“The Tax Beater,” Fores, 
Sept. 1) is very misleading and is an 
example of the type of reporting which 
damages the oil industry by inferring 
that the 274% depletion allowance is a 
tax loophole. 

The article seems designed, through 
ignorance perhaps, to create a picture 
damaging to the oil industry .. . 

—J. N. McGrar 
Tulsa, Okla. 


Concerned with things as they are, not 
partisanship, Forses nowhere character- 
ized the oil industry's complicated “2712” 
depletion allowance as a “tax loophole.” 
It did examine Texas Pacific Coal and 
Oil’s concern and talents for minimizing 
tax payments within the limits of the 
law as written, an entirely legitimate 
procedure—Epb. 


Sm: I am appalled at the inference 
that the oil and gas industry is taking 
advantage of loopholes in the tax laws. 

By his statement that the oil and gas 
industry is “sheltered” by the Federal 
income tax laws and that “the laws also 
permit them to take an average 27.5 cents 
in depletion allowance on every $1 worth 
of crude oil production (on the ground 
that the oil production has depleted their 
assets),” the writer obviously is either 
wholly uninformed on just what the 
274% depletion is, or he deliberately 
refuses to present it in its true light. 

I will not continue to subscribe to a 
magazine that permits distortion of in- 
formation it presents to the public. 

—(Mrs.) Berry PretryMan 
North Central Oil Corp. 
Houston, Tex. 


Whose inference? And what distortion? 
—Eb. 


FORBES’ Colophon 


Sm: As a printer, reading Side Lines 
(Forses, Sept. 15), I was curious as to 
how you arrived at your page count (68 
pages), even considering the front cover 
as pages one and two. Knowing that 
you had to wind up with four-page 
multiples in a saddlewired magazine, I 
went through Forses page by page. Did 
you omit pages 25 and 26 (or is it 27 and 
287) in error, or merely to find out how 
many readers would follow up details of 
the Colophon? —Norman S. Woop 
Worcester, Mass. 


Neither. Under Post Office regulations, 
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inserted material, such as the mail reply 
card facing page 24, must be tacitly 
“folioed”—i.e., given an (unprinted) page 
number. The card thus courts as two 
pages—Ep. 


Sm: I note with interest your “Side 


roducing 
For me, the cut of the historic press is 
really a surprise. 

Why? Well, I've never seen a left- 
handed printing press . . . and if I had 
as many $100 bills as blisters I've de- 
veloped rolling forms on just such a 
press for over five years of apprentice- 
ship—well, I wouldn't be quite a million- 
aire, but my bank account would be 
considerably enlarged. 

—C. Dan Greswei. 
Los Angeles, Cal. 


Forses’ Staff Artist Bert Kirchheimer 
(no printer he) notes blushingly that 
all the old prints and engravings he 
consulted showed the printer left-handed 
—Eb. 


Funds Letters 


Sm: Joseph M. O’Brien of First In- 
vestors Corp. picks you up on a technical 
error (“Readers Say,” Forses, Sept. 1), 
but that minor difference does 
to defend the unconscionable confiscation 
of the installment payments in the first 
12 months and the first 18 months. Just 
what does a “salesman” or company do to 
warrant pocketing $600 out of a person’s 
$1,200 payments in a year? 

—C. R. Dopp 
Simsbury, Conn. 


Funds’ Survey 


Sir: In your article about mutual funds 
(“The $300-Million Question,” Forses, 
Aug. 15), you say that “investors are 
paying something like $300 million a year 
for the care and nourishment of the $16 
billion they entrust to mutual fund man- 
agements.” 

Taking your own figure of “manage- 
ment fees averaging 50c per $100” per 
year, the total comes to only $80 million 
—not $300 million—if you use the same 


multiplication table I do. At that rate, | 


you'll have to agree that the figure is 


reasonable, and not as you state “fairly | 


costly capital management.” 

Since you wonder “Is it worth the 
price?” you surely ought to tell your 
readers what the correct price is before 
you ask them to decide what the answer 
really is. 

—G. L. Lupcxe 
President, 
Putnam Fund Distributors, Inc. 
Boston, Mass. 


As Putnam Fund Distributors’ Presi- 
dent G. L. Ludcke, a large-scale seller of 
mutual funds, is aware, management fees 
are not the only charge that fund in- 
vestors pay. Adding in sales charges and 
brokerage commissions involved in port- 
folio transactions, Forses calculates that 


(CONTINUED ON PAGE 54) 
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RECORD 4 HOURS... 
play back immediately 


on battery-operated, pocket-size 


miniton 


WORLD’S SMALLEST 
PUSH-BUTTON RECORDER 


Imagine! On the Minifon 

P 55L you can now record 

up to 4 hours on a single 

magnetic wire spool no larger 

than a silver dollar--or on the 
Minifon Attache’, up to one hour 

on a magnetic tape magazine, smaller 
than a post card. 


You can record anywhere—on the go—car 
—plane—train-—hotel—home—office. You 
can record conferences— interviews —reports 
—speeches, etc. 


MINIFON IS THE ONLY LINE OF 
POCKET-SIZE, FULL FEATURE RECORDERS! 


All are pocket-size, battery or AC operated 

—with automatic push-button control. Available 

are ear phones and foot pedal control, 

special microphones for every recording need, 
speakers for play back to large groups. MINIFON 
can be used in conjunction with your present recording 
equipment. You can re-use magnetic tape or wire 
thousands of times! 


MINIFON PSS RECORDER World Famous! 
Up to 4 hr. recording and playback on a single reel 
of magnetic wire, anywhere, anytime. Size: 3'%.” 
x 6's” x 1%" — Weight: 1% ibs. Many spe- 
cialized — 

accessories 

available. 


MINIFON ATTACHE New! 

The ideal all-in-one machine for re- 

cording, dictating and transcribing. 

60 or 30 minute instant load mag- 

azine-tape. Fast forward-fast re- a 3. ; 

wind. Stop-start microphone. For the Size: 3'%e" x 6'Ye" x 1%6". Weight: 
man-on-the-go. Also for office use. 2% Ibs. 





Geiss-America Exciusive U.S.A. importers, 
— Chicago 5,0 DEPT-E-1O 


Please send complete information on MINIFON RECORDERS. 


WIRE FOR | = 1 ov Own ie 1 Deoter Franchise 
DETAILS! > meted ba 


Name of Company 
DEALERS—a few 


valuable franchises open | “¢dres 
City 




















“Here is your party, sir” 


...- amplified 57 million times from the bottom of the ocean 


When a telephone communication travels by 
deep-sea cable from continent to continent, the 
small human voice is amplified 1,000,000 times at 
each of 57 amplifiers along the way! 


Up to 8000 pounds of crushing ocean water bear 
down on every square inch of the cable all the way. 
Sharp-toothed fish rove through the depths of this 
weird underwater world. The mighty surge of the 
tides belabors the cable in shallow waters. Fishing 
trawlers and ice are a floating menace. 


Steel rings in the amplifiers help protect the elec- 
tronic gear that does the vital job of pumping up your 
voice so it can be heard. And all along the way, steel 
armor wires reinforce the cable and protect the deli- 
cate voice conductors from the ever-present dangers. 


Without the strength of steel—huge quantities 


REPUBLIC STEEL 


of it supplied by Republic Steel — the telephone 
industry would indeed be crippled. Every time 
you speak into your phone, silicon steel parts in 
the instrument help make every word distinct and 
clear. Steel cables support the voice-carrying 
wires between telephone poles all over the earth. 
Steel towers catch and beam microwave long- 
distance phone calls on to the next microwave 
tower. In central stations mechanical dialing 
switches are housed in steel and racked up on steel 
structures. Phone booths all over the country are 
protected and beautified with painted steel and 
stainless steel. 


Republic Steel supplies steels of all types — 
carbon, alloy, and stainless—to manufacturers of 
telephone equipment used by the 3800 American 
telephone companies. 


This STEELMARK of the American 

Steel Industry tells you a 

product is made of Steel. Look 
for it when you buy. 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


NO SEVERE RECESSION 


As 1960 goes into its final quarter, it requires no Ph.D. 
in economics nor any vast array of charts to prove that 
business has turned soft, that profit margins everywhere 
are under pressure and that many a plant has excess 
capacity. To complete the picture, some of the more 
sensitive indicators (see “Stormy Weather?,” page 17) 
suggest that the end of the downturn is not yet in sight. 
And the stock market, while defying the direct predic- 
tions, shows more willingness to go down, than to go up. 

However unfortunate this state of affairs may be to 
those who have been laid off, to worried businessmen 
and to investors, it has been gleefully seized upon by 
some Democrats and left-wingers. For them it is a 
heaven-sent opportunity to accuse the Republican party 
of being socially callous and of failing to promote eco- 
nomic growth. They offer to set the situation to rights 
with some of their familiar snakebite medicine: bureau- 
cratic controls heavily laced with fresh Government 
spending. 

Such a prescription at this time, we submit, would do 
the patient more harm than good. Some extreme con- 
servatives feel that the Government should refrain from 
interfering ir » economy no matter what the circum- 
stances. This magazine does not share that view. We 
believe that Government intervention is justified to soften 
the effects of a major recession or to head off inflation. 

But we are faced with no such emergency at this time. 
No one can expect a dynamic and growing economy to 
follow a straight line up. Only a totalitarian economy 
can be completely stabilized. If we are to take a strong 
dose of Government intervention every time business 
hesitates a bit, we will in effect be weakening the 
economy’s natural powers of resistance. 

So far, the present so-called recession is nothing more 
than a mild indisposition. There has been no excessive 
inventory accumulation of the sort that can cause trouble 
to spread. Defense and Government spending are on a 
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high level and will continue to maintain a high floor 
under the economy. We currently enjoy a GNP of $505 
billion, a production rate of 109 on the FRB index and 
68.3 million people gainfully employed. Forses does not 
want to quibble with those who want to call it a reces- 
sion. We can only say that if it is a recession, it is an 
encouragingly mild one. 


x 


HIGH STANDARDS ON THE BIG BOARD 


Alert action by the New York Stock Exchange in the 
case of Du Pont, Homsey & Co. last month uncovered a 
very serious situation in the financial affairs of a well- 
known Big Board member firm. In one of their routine 
spot checks, examiners for the New York Stock Exchange 
turned up irregularities in the Boston firm’s books. It 
quickly developed that Du Pont, Homsey had failed to 
maintain the required minimum ratio of capital to liabili- 
ties ($5 for every $100) and that, further, the firm’s 
General Partner Anton E. Homsey had improperly 
pledged customer’s securities as collateral for his own 
loans. 

What is most remarkable about this case is not that a 
member of the financial community was tempted to step 
beyond the bounds; to be human is, after all, to be 
susceptible to temptation. What is truly remarkable is 
that thanks to the Big Board's big standing this is the first 
time in 21 years that a case of this kind has occurred. 

The Big Board lost no time in suspending the firm’s 
trading privileges. There may be some losses involved to 
customers and creditors in the case. Nevertheless, as the 
exception that proves the rule of brokerage house relia- 
bility, the Du Pont, Homsey case is testimonial to the 
high degree of protection that the ordinary investor has 
when he deals with a New York Stock Exchange member 
firm. 





A LESSON IN TAX REFORM 


Tax reform has always been one of those things every- 
body talks about but very few people do anything about. 
Yet the longer we wait, the more tangled and obsolete 
our tax system becomes, the more. it discourages incen- 
tive and industrial expansion. In this connection, I 
recently came across a small booklet entitled “The Cor- 
porate Income Tax in Sweden,” put out by the Stock- 
holms Enskilda Bank. Sweden has an _ unenviable 
reputation for high taxes and overemphasis on the wel- 
fare state. But, as this little book makes clear, a leaning 
toward socialism has not prevented the hard-headed 
Swedes from developing a tax system which in some 
respects is more oriented to realistic business needs 
than our own. 

For one thing, there are several features in regard to 
the treatment of depreciation that makes Swedish tax 
laws considerably more liberal than that in the U.S. Ac- 
cording to this booklet, these rules give businessmen the 
right to depreciate their equipment in just about any way 
—and at any speed—they see fit. The booklet gives these 
depreciation rules much of the credit for the well-known 
up-to-date shape of Sweden’s industrial plant. 

In place of the tangle of indirect taxes, Sweden has a 
single 4% retail sales tax. While the over-all level of 
taxation in Sweden is high, the system for collecting taxes 
is far simpler than ours and seems to involve less book- 
keeping. Most taxpayers, for example, need file only one 
return to cover both national and local taxes. 

Equally significant is the fact. Sweden’s Socialist- 
minded government has seen fit to be rather more liberal 
in the treatment of capital gains than ours. Profits from 
stocks or bonds which are held by a corporation for 
less than two years are fully taxable. But—and this is 
a big but—after the two-year period, a sliding scale 
goes into effect; profits on the sale of property are com- 
pletely free in the case of stocks and bonds held for five 
years or more—ten years or more in the case of physical 
property. The treatment of capital gains for individuals 
is even more liberal. Except where a commercial trans- 
action is concerned, there is no tax at all on capital gains. 

But perhaps the most striking development in the 
Swedish tax laws is the fact that a Social Democratic 
government has actually seen fit to cut the tax rate on 
corporation profits. Recently that tax was at a 50% rate; 
now it is down to 40%. That puts it a full 12 percentage 
points below our own. The Swedish government was 
motivated by no deep affection for big business. It simply 
realized that business could provide more expansion, 
create more jobs and ultimately produce more govern- 
ment revenue if it was able to generate more seed cash 
in the way of profits. 

Sweden’s tax laws ought to provide food for those 
Americans who feel that it is somehow “reactionary” to 
give businessmen a tax break. 


NEEDED: A RATIONAL TRANSPORTATION 
POLICY 


“Government transport policy is like an octo- 
pus, with each arm assigned a different task. 
But no one hand knows what the others are 
doing. Not only that, one hand is frequently 
pulling and hauling against the others.” 


Thus late last month spoke Daniel P. Loomis, president 
of the Association of American Railroads. It would be 
easy enough to write off Mr. Loomis’ opinions as those 
of a man interested in having the Government pull the 
railroad industry's rather badly singed chestnuts out of 
the fire. But today, the railroads are not the only form 
of transportation that is in trouble. The commercial 
airlines are hardly better off. The decay of our commu- 
tation systems is threatening the life of the big cities. 
Trucks, barges, aircraft and private autos are all jockey- 
ing for position in a situation where each operates under 
a different set of ground rules. In the case of the airlines 
and railroads, the situation is further complicated by the 
fact that each is under the control of a separate Govern- 
ment agency. Each tends to be treated as a separate 
entity rather than as part of a single transportation 
industry. 

Not only has the confusion produced a transportation 
system unworthy of the world’s richest nation, but has 
actually undermined our capacity for national defense. 

Railroads have special cause for complaint. Their regu- 
lation and taxation as we have it today dates back to a 
period when the railroads had a virtual monopoly of 
transportation. There was no national highway network; 
no airlines; little inland waterway traffic. But not only 
do the railroads continue to be shackled by restrictions 
put upon them in their near-monopoly days, but the 
Government virtually subsidized their rivals by building 
roads, airports, dredging rivers and giving airmail 
subsidies. ' 

Let’s face it: trucks, planes, barges and buses are not 
really separate industries but part of a single vast trans- 
portation industry. Yet, while airplanes and trucks 
operate on Government-provided rights of way, the rail- 
roads must build and maintain their own—and pay taxes 
on them as well. Without specifically intending to do so, 
this setup penalizes one kind of transportation for the 
benefit of others. 

What it all means is simply this: until regulatory 
agencies begin to look at transportation over-all rather 
than piecemeal, this country will never get the most 
transportation for the least money. The Transportation 
Act of 1958 did give Uncle Sam authority to deal with 
transportation as a whole. But not enough has been done 
to date. Development of a unified public policy on 
transportation must get high priority from the adminis- 
tration that takes office next January. 
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NO. 32 IN A SERIES 


OUT OF THE LABORATORY 





Advanced power conversion systems for space vehicies utilizing energy of the 

sun or heat from a nuclear reactor are now being developed by Garrett’s AiResearch divisions. Under 
evaluation are dynamic and static systems which convert heat into a continuous electrical power supply 

for space flight missions of extended duration. Component and material developments for these systems 
are being advanced in the fields of liquid metals, heat transfer, nonmechanical and turboelectric energy 
conversion, turbomachinery, alternators, and controls — vital contributions by Garrett to the conquest of space. 


* Outstanding opportunities for qualified engineers 
THE Cee pit MY sae 
AiResearch Manufacturing Divisions 


LO® ANGELES 46. CALIFORNIA® PHOENIX, ARIZONA 
OTHER OIVISIONS AND SUBSIDIARIES: AIRSUPPLY-AERO ENGINEERING ¢ AIRESEARCH AVIATION SERVICE © GARRETT SUPPLY « AIR CRUISERS 
AIR ESEARCH INDUSTRIAL ¢ GARRETT MANUFACTURING LIMITED. MAR WEDEL + GARRETT INTERNATIONAL S.A.¢ GARRETT (JAPAN) LIMITED 


Forses, octoser 1, 1960 13 





All-weather auditorium in 


Pittsburgh will be covered by a 
415-foot diameter Nickel Stainless Steel dome. Largest of its 


kind in 


the world, the dome will protect an audience of more 
than 14,000. Shown below: Auditorium with dome rolled back. 


New push-button roof of Nickel Stainless Steel 
is strong, light, and stays bright 


It’s a year-round, 
weatherproof audi- 
torium—or an open- 
air stadium —at the 

push of a button! 
Under sun and 
stars, the Nickel 
Stainless Steel seg- 
ments of this giant 
roof will nest to- 
gether, out of the way. When rain threatens, 
these segments will glide around an outside 
track to form a protecting umbrella roof. 
This lustrous stainless steel will provide 
carefree beauty. Beauty that lasts year after 
year. Why? Because Nickel Stainless Steel is 
one of the most durable of metals. It’s corro- 

sion-resisting all the way through. 


With these advantages, it’s easy to see why 
stainless steel is opening up new opportuni- 
ties in architecture and in other fields, as well. 

For example, in automobiles and appli- 
ances, manufacturers are using stainless steel 
brightwork to add beauty that’s easy to main- 
tain. In kitchenware, stainless steel helps 
designers achieve good looks and long life. 
In industrial equipment, it provides needed 
corrosion resistance and high strength. 

The benefits of long-time Inco research in 
Nickel Stainless Steel are available to all 
industries. Also, Inco would be glad to send 
you the 40-page booklet, “Stainless Steel in 
Product Design.” It tells how stainless steel 
can improve the design of your products. 
Write: Dept. H-109. The International Nickel 
Company, Inc., 67 Wall Street, N. Y. 5, N. Y. 

©1960, INCO 


i, International Nickel 


“The Int ional Nickel Company, Inc., is the U. S. affiliate of The International Nickel Company of Canada, Limited (Inco-Canada) 
=puclene of fad Nickel, Capen. Cobalt, fron Ore, Tellurium, Selenium, Sulfur and Platinum, Palladium and Other Precious Metals 
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Typical of the modern build- 
ings using stainless steel is 
the new Four Gateway Center 
Building in Pittsburgh. 
Nickel Stainless Steel is used 
as sheathing for its service 
core and for its mullions run- 
ning top to bottom. 


ForsBEs, OCTOBER 1, 1960 





BUILDING MATERIALS 


ROOFING IN 


Gypsum too has now gone 
the way of all growth indus- 
tries: demand has finally 





caught up with capacity. 


“A GROWTH industry,” says one Wall 
Street wit, “is like a house. In the 
early stages, the sky’s the limit. Then 
somebody nails on the roof.” 

In their turn, the nation’s oil, chem- 
ical and paper industries have known 
that experience. This year it has 
been the turn of those wunderkinder 
of the building materials industry, the 
gypsum producers, to feel its force. 
Once billed as an open-end growth 
industry par excellence, they too 
were admitting overcapacity. 

Authoritative Voices. The evidence 
came from the most authoritative 
voices that could be summoned: 
Clarence H. Shaver, chairman of 
mighty U.S. Gypsum Co., and Melvin 
W. Baker, chairman of second-rank- 
ing National Gypsum Co. . With re- 
markable unanimity, they agreed that 
the gypsum growth boom is over. 
Said Baker: “The beginning of a 
fairly long slowdown has already 
begun.” Said Shaver: “If I read the 
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charts correctly, we are headed for a 
four-year plateau before the next 
sharp upturn [in demand].” 

Neither man had to rely merely on 
shrewd guesswork for his estimate. 
For they could look to a telltale in- 
dicator which has shown remarkable 
accuracy until now in forecasting 
things to come: the probable rate of 
U.S. household formations. Right 
now the key factor is the bouncing 
baby crop of World War II which 
is within a few years of marrying and 
setting up housekeeping. Shaver 
thinks that may not happen until as 
late as 1965. Baker, somewhat more 
optimistically, expects the marriage 
boom to come a little earlier—in 1963 
or 1964. 

Until then, neither man expects 
gypsum demand to soar at its previous 
rate. “There is not,’ says Shaver, 
“much promise of better times on the 
horizon.” To be sure, neither expects 
demand to actually fall. Earnings for 
both companies over the next few 
years, both say, should equal 1960's. 

Marking Time. This whole idea of 
marking time is new to both com- 
panies. Since 1956, for example, U.S. 
Gypsum has boosted its property ac- 
count 30% to keep up with demand. 
National has increased its book in- 
vestment in plant 80% in the same 
years and only last year embarked 


GYPSUM CORE USED IN WALLBOARD 


on a once open sky, a ceiling 


on a $125-million expansion program 

So it is something new for both 
companies to face overcapacity. Says 
Shaver: “We are not making any 
plans to build at all beyond the one 
plant in Baltimore we are committed 
to for 1961.” Baker, for his part, con- 
cedes that he is now using only 70° 
of the plant he already has. 

But if their business is not growing 
at the old rate, it is still good for both 
companies, and both Shaver and 
Baker remain optimistic and cheerful. 
“This year,” Baker concedes, “is go- 
ing to be off. But on the whole, it is 
not a bad year.” Shaver is of much 
the same mind. “The 1950s were 
generally good years,” he points out. 
“But don’t forget they had big ups 
and downs. At least in the next three 
or four years, I don’t see any of that.” 

Changed Mood. Thus it was not so 
much any foreboding as a change of 
mood which had gripped the gypsum 
industry. The growth gospel of old 
is now plainly a dead letter. But 
that was not exactly dour news. Said 
Baker last month: “No, I am not wor- 
ried about overcapacity. It just 
means that we will be ready for the 
upturn when it comes.” Agreed 
Shaver: “Between now and the next 
big upturn, we have to have enough 
plant to provide for the peak months 
we are sure to face.” 


CLARENCE SHAVER 





OIL 


INSURANCE 
POLICY 


Until now, nearly all of Brit- 

ish Petroleum’s eggs were in 

one risky basket. Now it has 
another—and safer—one. 


Bic, wealthy British Petroleum Co., 
Ltd.* has long been heir to a rich 
man’s worry: the instability of its 
wealth. Riches BP has in abundance: 
no less than 40 billion barrels of crude 
reserves under the oil-drenched sands 
of the Middle East in Kuwait, Iran, 
Iraq and Qatar. From that vast store 
last year it pumped up some 490 mil- 
lion barrels of oil, giving it an income 
which ranked BP among the richest 
oil companies in the world. 

Yet in the politically volatile Mid- 
dle East, what is here today may be 
gone tomorrow. And as BP’s Chair- 
man Sir Neville Gass well knows, 
there is precious little he could do 
about it. 

Island In The Sun. Other oilmen in 
a like dilemma have taken out an 
insurance policy in the New World: 
concessions in oil-rich Venezuela. 
That option was closed to Sir Neville 
because half of BP’s stock is owned 
by the British government. Many 
Latin American countries have under- 
standably posted Keep Our signs to 
oil outfits with majority government 
holdings. 

But last month BP’s boss found a 


*British Petroleum Co., Ltd. Traded Amer- 
ican Stock Exchange. (American Depository 
Receipts). Recent price: 644. Price range 
(1960) : 8; low 6%. Dividend (1959): 
24.9c. Indicated 1960 ern: 28.3c. Earnings 
= Share (1959): . Total assets: $1.8 
illion. Ticker symbol: BPT. 
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way out. For $33 million, he moved 
to acquire small, strategic Apex 
(Trinidad) Oilfields, Ltd. Combined 
with BP’s share in two other Trinidad 
producers, Apex could give Sir Neville 
a start on big things. For, as oilmen 
remember, from a small stake in 
Trinidad, Texaco has built up on the 
island one of its richest possessions. 

Extra Bonus. Along with Apex, BP 
also has a big stake in one of the hot- 
test oil plays current: Trinidad’s off- 
shore islands just across the Gulf of 
Paria from Venezuela. For mere 
wildcat concessions on the Vene- 
zuelan side of the Gulf, American 
oilmen have already spent far more 
than Sir Neville will for Apex itself. 

Best of all, BP, long-bedeviled by 
Middle Eastern politics, faces no such 
problems in Trinidad, which boasts a 
solid, stable government. Rejoices a 
key BP man: “We are not up against 
these Latin American restrictions 
here. Trinidad, after all, is in the 
Commonwealth.” 


RAILROADS 


WEAK 
PRESCRIPTION 


The ICC has prescribed a 

dose of merger for what ails 

the Erie and Lackawanna. 

But as things now stand, 

those roads will need strong- 
er medicine. 


THE NEws from Washington last month 
was expected, but nonetheless wel- 
come to its recipients. Moving with 
unwonted speed, the Interstate Com- 
merce Commission, watchdog of the 
nation’s transportation, approved a 
merger between the Erie and the 
Delaware, Lackawanna & Western. 
On October 15, the two will formally 
join hands as the Erie-Lackawanna 
Road. This would be the second major 
rail merger in two years (the first: 
last December’s Norfolk & Western- 
Virginian combine). 

Erie President Harry von Willer 
and Lackawanna President Perry M. 
Shoemaker both expressed their grati- 
fication at the ICC’s prompt action. 
The merger had taken just 14 months 
to be approved—jig time by ICC 
standards. Actually, however, the 
ICC had simply recognized the facts 
of life. The plain fact was, as Shoe- 
maker and von Willer have been the 
first to acknowledge, that the Erie 
and Lackawanna are among the sick- 
est railroads in a far-from-healthy 
industry. Another few months’ delay 
might have proved fatal. 


Where's the Money? Whether the 
two would be better able to stand 
together than alone remained to be 
seen. Shoemaker and von Willer 
hoped for pretax merger savings of 
as much as $13 million within five 
years. But in 1960's first seven months 
alone, they chugged their way to a 
frightening $8.9-million loss on com- 
bined operating revenues of $119.2 
million. At that swift backward pace, 
they seemed sure to slide even deeper 
into the red than last year’s combined 
loss of $10 million, the worst in mod- 
ern history for both roads. 

What’s more, the new road’s man- 
agement (Shoemaker will be presi- 
dent, von Willer chairman and chief 
executive until he retires next year) 
will find a limited amount of ready 
cash in their combined treasuries. At 
mid-year, their combined working 
capital totaled just $20 million. As 
against this, the two must shoulder a 
staggering $300 million plus of debt, 
or about $1.70 for every dollar of 
potential money-making freight reve- 
nues. Beyond that stand 125,000 
shares of preferred stock (already $5 
in arrears) and some 4.7 million 
shares of common, should any earn- 
ings trickle down that far. 

Wishful Thinking? “That,” sighed 
Lackawanna’s Cornptroller Phillip 
Jonas last month, “is a heavy burden 
with which to start off in relation to 
our revenues. It’s proof that merger 
isn’t necessarily a cure for all ills.” 

At least it was unlikely by itself to 
cure so severe an ill as that which 
besets the Erie-Lackawanna. Just 
three months ago President Shoe- 
maker warned shareholders that the 
earliest possible date for a dividend, 
even assuming a merger, was 1962. 
Now even that distant date sounded 
like wishful thinking indeed. 


LACKAWANNA’S SHOEMAKER: 
... Short on working capital 
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OFFICE EQUIPMENT 


DEAD SERIOUS 


Computer makers found 
themselves faced with a 
formidable new rival last 
month: mighty General Elec- 
tric, which says it’s in com- 
puters all the way. 





How ambitious a role, outsiders have 
long wondered, is mighty General 
Electric* preparing to play in the 
burgeoning computer and  data- 
processing business? GE just went 
about its business quietly without say- 
ing. Then last month it finally gave an 
unequivocal answer: GE is going into 
computers full barrel. Or, as one 
company official put it, “with both 
feet and for all the marbles.” 

A Surprising Fourth, When GE did 
at last speak up, through Computer 
Department Manager Claire Lasher, 
it produced some eye-opening figures. 
In custom-built control computers, 
declared Lasher, “GE is the unques- 
tioned leader.” Its installations to 
date: 35. Even more impressive, GE 
has already delivered 30 general pur- 
pose computers for business applica- 
tions and has another 100 on order. 
Some 25 of them will go to work 
within GE itself, already by far the 
biggest non-government user of com- 
puters, with 95 in operation. 

Where did that rank GE within the 
industry? The surprising answer: 
no worse than fourth (after IBM, 
Sperry Rand and RCA, in that order) 
in the number of solid-state (i.e., 
transistorized) machines already in- 
stalled or on order. 

Big GE was known to have been 
wary of plunging into the big com- 
puter business, with its huge capital 
requirements and long-deferred prof- 
its. What decided it? Answered Vice 
President Harold Strickland: “We ex- 
pect this market to show the greatest 
growth of any business area in the 
Sixties.” 

The Necessary Talents. To tap that 
market (which some observers expect 
to reach almost $2 billion a year by 
1965), GE has a formidable array of 
the necessary talents. Among them: 
over $800 million in working capital, 
a company-wide sales force of over 
14,000, and 800 programmers expe- 
rienced in computer usage, from 
whom sales and service trainees are 
being recruited. 

For the time being, though, its big 
role in computers means only one 


1 pupestete Co. Traded Nyss Recent 
: range. (1960) : h ead 
ry fend. (i $2, Indicated 1000 ‘Bi 
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thing to GE: lower profits. Since 
most computers are leased (and 
heavily amortized) in their first few 
years, they represent virtually all 
expenses against relatively little 
revenues. 

Such charges on GE’s computers, 
in fact, were undoubtedly a factor in 
its moderate first-half earnings de- 
cline, will constitute at least a mild 
profit drain for the next three to five 
years. Around GE’s Phoenix (Ariz.) 
computer center this fact has been a 
standing joke. Says a top marketing 
man: “Smiling through our tears, we 
remind ourselves daily that the better 
we are, the worse we'll look.” 


THE ECONOMY 





STORMY 
WEATHER? 


The economic barometer is 

me a discouraging read- 

ing. But if this means reces- 

sion, it has been remarkably 
mild so far. 


Last MONTH the economic barometer 
was a hard thing for the optimists to 
argue with. All but one of the major 
“leading indicators” were pointing 
down. Designed by the influential 
National Bureau of Economic Re- 
search as a forecasting method, these 
indicators are taken very seriously 
by many leading economists as clues 
not only to today’s economic weather, 
but to tomorrow’s as well. 

Was the U.S. then heading into a 
full-fledged recession? A_ trouble 
with such forecasting methods is that 
they give few clues to the severity of 
the downturn or its duration. Thus 
there: was still room for a wide variety 
of opinions as to what lay ahead. 

Worrisome, however, was the fact 
that of seven principal leading indica- 
tors, only one, construction awards, 
was giving a bullish signal. Even this 
was open to question as a hopeful 
sign: the upward tick in construction 
awards was caused by a bulge in non- 
residential building; awards for resi- 
dential building were merely level. 

Still, few economists were prepared 
to predict that these signs pointed to a 
severe recession. With the Gross Na- 
tional Product running at a record 
$505 billion annual rate, and the 
bellwether Federal Reserve Board 
production index down just three 
points on a seasonally adjusted basis 
from its all-time high of 112, it 
was obvious that the downturn, so far 
at least, was an exceptionally mild 
one. 
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STEEL 


COUNTERATTACK 


With a $1.5-billion market 

at stake, the steel industry 

last month brought up a new 

weapon to counter alumi- 
num’s inroads. 


Late last year the nation’s steel in- 
dustry woke up to the realization that 
one of its best markets was in danger 
of disappearing. No doubt about it, 
the aluminum makers were drawing 
a bead on the $1.5-billion-a-year U.S. 
can market. Steelmen could read the 
handwriting on the wall. Unless they 
did something quick, their aluminum- 
making rivals would walk away with 
a big piece of an industry which takes 
some 10% of all U.S. steel. 

Citrus Blitz. To a surprising extent 
they already have. Reynolds Metals, 
for example, is now supplying Minute 
Maid’s Auburndale (Fla.) plant with 
all the six-ounce cans it uses to pack 
frozen citrus fruit juice—some 50 mil- 
lion cans annually. Kaiser is also 
doing a big aluminum sheet business 
with the canmakers. And big can- 
making Continental Can Co. flatly 
predicts that its changeover to alumi- 
num containers for frozen citrus con- 
centrate will be completed in the 
1960-61 season. 

To be sure, aluminum has as yet 
only a small segment of the U.S. can 
market, accounting for only one half 
of one per cent of the total can market 
by weight. And though in small cans 
aluminum is a cheaper and freight- 
savingly lighter material than tinplate, 
it is not so easily used in larger cans. 
Just the same, steelmen reasoned, 
once steel gave aluminum an inch in 
the can market, it would take a mile. 

Return Fire. So the steel companies 
have been pouring millions into de- 
veloping a lighter, cheaper tin plate. 
Finally last month, far ahead of sched- 


U.S. STEEL'S WORTHINGTON: 


answering fire with fire 


ule, big U.S. Steel produced its de- 
fensive weapon—a new, light-gauge 
tin plate called “Ferrolite,” which is 
about half as heavy as standard tin 
plate and sharply lower in price. 

To hear President Leslie B. Worth- 
ington tell it, the battle was already 
won. “Ferrolite,” said he, “has proved 
to be the economically sound product 
we thought it would be.” He ex- 
pressed “great co.uidence” that the 
new tin plate would “meet competi- 
tion from other materials in the pack- 
aging industry.” 

Just the same, most of next sea- 
son’s frozen orange juice is going to 
come in aluminum cans. Ferrolite or 
no, that has already been decided. 


ALUMINUM 


THE WORM TURNS 


Recently the least profitable 

of the big aluminum produc- 

ers, Aluminium, Lid. this 
year is back in the lead. 


WITH commendable good grace, Reyn- 
olds Metals’ Boss Richard S. Reynolds 
Jr. was busily eating crow last month. 
“My guess last April that 1960 alumi- 
num sales would increase 10%,” said 
he, “was wrong. As a matter of fact, 
sales for the full year will be down 
and profits will suffer from increased 
costs and price cutting. There is no 
sure sign of an imminent upturn.” 

Somewhat less bluntly, the Alumi- 
num Co. of America and Kaiser 
Aluminum were admitting much the 
same thing last month. But con- 
spicuously aloof from the pessimistic 
chorus was Aluminium Ltd.’s* Na- 
thanael V. Davis. Davis, in fact, was 
piping a merry solo tune. During the 
first half, reported he, the Canadian 
firm’s profits more than doubled to 
$21.8 million, or 7lc a share on a 
21% increase (to $255 million) in 
sales. This during a period when 
Reynolds’ earnings dropped 35% on 
a 10% dip in sales, Alcoa’s were down 
25% on a 4% gain in sales, and Kai- 
ser’s were off 11% on a 3% drop in 
sales. Aluminium’s Canadian smelt- 
ers, Davis added, were running at a 
highly profitable 90% of capacity. 

A Matter of Markets. Why this con- 
trast in fortunes between Aluminium 
and its three big U.S. rivals? Basi- 
cally it was a simple matter of mar- 
kets. Squeezed out of much of the 
U.S. markets after 1956 by tariff dif- 
ferentials, Aluminium was forced to 
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BACK ON TOP? 
After two years of lagging, Canada’s 
Aluminium, Ltd. is back in first place 
so far as aluminum industry profitabil- 
ity is concerned. Here is how the Big 
Four stacked up so far as profit mar- 
gins were concerned during the first 
half of 1960 as compared with an 
average for recent years. 
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develop markets outside North Amer- 
ica for 60% of its capacity. 

This year at least the uses of that 
adversity have been sweet indeed for 
Aluminium. While the U.S. economy 
has been flagging, most of Western 
Europe has continued to flourish and 
overseas use of aluminum has been 
rising at a faster rate than in the U.S. 

A Matter of Capacity. For President 
Davis and Aluminium’s directors and 
top brass, 1960’s good showing was 
particular vindication. Under their 
direction, the company has sunk some 
$300 million into new aluminum pro- 
duction facilities. Until 1960, these 
remained partly idle. In 1959, Alumin- 
ium operated at just 66% of capacity. 

As a result, Aluminium showed a 
lower return on investment over the 
past seven years than Alcoa, Kaiser 
and Reynolds. Last year, for example, 
it earned a lowly 4.3% while Reynolds 
made 10.5%, Alcoa 7.1%, and Kaiser 
6.5%. This despite the fact that 
its production cost was 1 cent per 
pound below that of its U.S. com- 
petitors—a big advantage since ingot 
aluminum sells at 26c per pound. 

“Pleasant Thought.” But now, with 
foreign markets booming, Aluminium 
is in a strong position to supply 
them. Says an aide, happily: “If, as 
outside analysts predict, supply and 
demand are in balance by 1964 or 
1965, then we can expect much higher 
profit margins, and the additional ca- 
pacity we have been building will 
clearly be worthwhile. Pleasant 
thought, isn’t it?” 
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UTILITIES 


THE GLITTERING LIGHTS 
OF AMERICAN ELECTRIC 


fs it rash to keep building bigger electric plants, risky to 
make them constantly more advanced? For American Electric 
Power, it has been just this single-minded concentration on 
the bigger and better which has brought it a money-making 
combination of self-generating growth and painless financing. 


On THE storied banks of the Wabash 
River, Indianians will flock to a real 
Hoosier holiday later this month. 
From Sullivan and other Indiana com- 
munities will come some 40) towns- 
people, civic figures and utility execu- 
tives. While a color guard parades and 
no less a personage than the Gover- 
nor of Indiana delivers the major 
speech, the local high school band will 
blare away. 

Despite this circus atmosphere, the 
big event on the Wabash actually will 
be the prosaic one of opening up its 
newest power plant by American Elec- 
tric Power Co.* Yet as far as utility 
men everywhere are concerned, 
AEP’s new Breed plant fully de- 
serves the brass band and speeches. 
The largest, most efficient single power 
unit ever built, its deceptively quiet 
hum signals output of enough juice. 
(some 475,000 kilowatts of it) to run 
every refrigerator and TV set in 
Indiana. 

The Symbolic Asset. For American 
Electric Power's wiry, energetic 
President Philip Sporn, 64, the Breed 
plant brought to a new peak the high- 
voltage performance he has generated 
in his 13 years bossing the utility. In 
the past ten years, Sporn has roughly 
tripled the big utility system's plant 
investment to a mammoth $1.6 billion. 
Never a man to leave well enough 
alone, no sooner has Sporn put up any 
such plant then he has made it virtu- 
ally obsolete with another. Techni- 
cally and economically, each succeed- 
ing plant has been bigger & better 
than anything before it. 

In the staid, slow-moving utility 
business, where revenues are sure 
and profits regulated, Sporn’s energy- 
packed tactics are rare indeed. As 
Phil Sporn sees it, however, there is 
only one way to run a utility: to keep 
pouring on the juice. “When Thomas 
Edison was at his peak,” says he en- 
thusiastically, “ideas poured from him 
like sweat from a baseball pitcher. 
This industry was born in that spirit, 
and it should never lose it.” 

Up with the Giants. At American 

*American Electric Power. Traded NYSE 
Recent price: 5644. Price range (1960): high, 
5914; low, 46i%. Dividend (1959): $1.71. Indi- 
ted . Earnings per share 


. Total assets: $1.5 billion. Ticker 
symbol: AEP. 
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Electric, Sporn sees to it that it never 
does. In an industry full of giants, 
whose total investment dwarfs that of 
any other American business, rela- 
tively countrified American Electric 
has made itself the fourth-ranking 
power. standing only hebind Pacific 
Gas & Electric, Consolidated Edison 
and Commonwealth Edison. An inte- 
grated holding company, the electric- 
powered colossus headquartered on 
Manhattan’s lower Broadway gener- 
ates a high-powered 5.56 million kilo- 
watts of power (6.5 million before 
year-end) to homes and hamlets, 
country stores and industrial com- 
plexes ranging across parts of Michi- 
gan, Indiana, Ohio, Virginia, Ken- 
tucky, West Virginia and Tennessee 

Nowhere have the wires crackled 
more impressively than on American 
Electric’s corporate ledgers. Over the 
past five years alone it has increased 
its operating revenues by 40.6%, to 
last year’s record-breaking $323.4 mil- 
lion. Its profits, at $49.3 million (or 
$2.41 a share), were nearly half again 
larger than they were in 1954. In its 
latest 12 months (to August 31), 
American Electric kept up the steam 
in its fiscal boilers, increasing net 
12.6% to another new peak of $53.7 
million (or $2.51 a share). 

Pompous Big Shot. To be sure, no 


one doubts that these results were 
powered by Sporn’s big, technologi- 
cally advanced plants. Yet some 
utility men have recently been known 
to wonder privately whether still 
bigger plants will henceforth pay their 
way. And some frankly feel that 
Sporn may be chasing a costly will- 
o’-the-wisp in the guise of technologi- 
cal progress. 

Sporn himself simply ignores such 
doubts. “Some pompous big shot 
stands up,” he snorts, “and says that 
all we have to do is get out ringing 
doorbells to get new business. He’s 
an idiot.” Adds he, more philosophi- 
cally: “If you’re aiming to accomplish 
more than the average, you’ve got to 
take a hand in it, and you've got to 
take a risk. A carefully measured 
risk—but nevertheless, a risk.” 

Risk & Reward. That, to Sporn, 
means building massive plants and 
casting out far-flung distribution lines 
That he has done, and the risk in- 
herent in any new plant, even one 
for a utility, also has brought its own 
reward by hooking three powerful 
financial generators onto American 
Electric’s line. 

@ Ampte Casn. Unlike most utili- 
ties, which are unable to generate 
more than a small part of the growth 
cash they need, American Electric 
does surprisingly well. In fact, it now 
generates twice as much of its own 
mammoth construction budgets as it 
did ten years ago (see chart). 

e Tax Apvantaces. In this era of 
the 52% corporate tax, AEP has been 
uncommonly talented (and perhaps 
shrewder than average) at grabbing 
off certificates of necessity for the 
rapid amortization of iis new plants 
certificates which are still in force. 

¢ Top-Norcu Crepit Stanprnc. Such 
financial derring-do has added up to 


AEP-LIGHTED STREET IN MUNCIE, INDIANA: 
new plants generated both power and profit 
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“growth” stock status on Wall Street, 
where American Electric's common 
stock sells at a walloping 25 times 
earnings—a not insignificant factor in 
helping AEP to sidestep dilution in its 
financing. 

Three of a Kind. These three assets 
and AEP’s new plants are as closely 
related as a transmission tower and 
an overhead wire. For it is Sporn’s 
massive building program, with its 
huge depreciation charges, which has 
enabled AEP to turn its fixed assets 
into the cash it needs to buy still 
more fixed assets. 

Thus where the company’s con- 
struction budget has risen by 39% in 
the past ten years, its depreciation 
account has increased by roughly 
250%. In a narrow-margined industry 
where building is tantamount to bor- 
rowing, AEP has been able to gener- 
ate increasing amounts of its own 
seed cash—to a far greater degree, in 
fact, than the average utility. 

Sporn does nothing to hide his ap- 
preciation of depreciation. He even 
presses a booklet on visitors which 
details the higher depreciation allowed 
foreign companies. “We believe in 
depreciation,” says he, “to the maxi- 
mum amount you can justify.” 

How to Accelerate. Sporn, who also 
likes to quote Lenin’s dictum that it 
is sometime necessary to be a mid- 
wife to history, has in fact personally 
taken a hand, in stepping up AEP’s 
depreciation flow. The method is 
simply to make full use of the Gov- 
ernment’s certificates of necessity 
which enable a utility to write off a 
new plant in five years instead of the 
customary 33. 

Long since forgotten on Wall Street, 
these certificates were issued from 
1951 to 1957, but they do not go into 
effect until a plant is actually built 
and running. Thus, they are still a 
very real factor in the utility business. 
This year, the flow of cash from ac- 
celerated amortization will account 
for $13 million of AEP’s construction 
budget. Yet Sporn’s company will not 
reap the benefits of the five-year 
write-off on, say, Sporn No. Five 
until the plant actually goes into op- 
eration late this year. 

Probably no other utility man has 
so fully appreciated the full financial 
power of the certificates as Sporn. By 
investing $765.8 million in new plants, 
Sporn has been able to accelerate the 
amortization on $430.5 million of those 
dollars. By contrast, even huge Pa- 
cific Gas & Electric Co., with nearly 
double AEP’s assets, snagged only 
$186.1 million in amortization certifi- 
cates. The Southern Co., only slightly 
smaller than AEP, was a distant third 
with certificates covering $143.8 mil- 
lion. 

Not only has Sporn’s heavy flow of 


depreciation cash handily funded his 
new plants, but it has also regenerated 
another part of AEP’s finances. With 
its massive write-offs, American Elec- 
tric Power’s effective tax rate comes 
to only 33%, vs. the normal 52% 
corporate tax. 

The Value of Book Value. Not the 
least of Sporn’s blessings is the lofty 
price-earnings ratio accorded AET’s 
common on Wall Street. In effect, it 
means that American Electric can 
find any number of buyers who will 
pay roughly $57 a share for stock with 
a book value of only $22.65. As a re- 
sult, Phil Sporn puts up far less in the 
way of assets or earning power to 
raise each dollar of new equity than, 
say, a city-bound utility like Consoli- 
dated Edison (see chart). 

The going premium price of AEP’s 
stock also means that Sporn has to 
float far fewer shares to raise a spe- 
cific amount of money than many 
other utility men. “The excess price 
over book value,” agrees W. James 
Rose, AEP’s able vice president and 
secretary, “lessens the chances of di- 
lution. And all your previous stock- 
holders get the benefit of the difference 
between the book value and the price 
of the stock.” 

An Historical Accident. The very 
foundation of AEP’s growth, as Phil 
Sporn is the first to point out, actually 
rests on an historical accident. Elec- 
tricity got its start in the very big 
cities, and by the time AEP got into 
the game in 1906 there was no room 
for its lines except in the relatively 
backwoods areas. So AEP had to be- 
come a “country” utility, in the fash- 
ion of Florida Power & Light or Texas 
Utilities. 


AMERICAN ELECTRIC'S SPORN: 
he followed Edison’s spirit 
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In the economic boom of the 1940s 
and 1950s, however, the cities were 
cramped and industry had to move 
out to the country. “Sixty or 70 years 
ago,” asks Sporn, “who would have 
thought that the cities would have a 
heck of a time of it in the economy? 
But today they just are not the locus 
of industry. Why the Olin Mathieson 
plant in Ohio, for example, was just 
a cornfield a few years ago.” Adds 
Sporn: “All of American Electric’s 
business is in small cities. Only one 
—Fort Wayne, Indiana—approaches 
150,000 in population.” 

Premium on Size. Yet the vast new 
plants that have sprouted up all over 
AEP’s “backwoods” territory are no 
historical accident. They are there by 
the deliberate design of Philip Sporn 
himself. When Sporn was just starting 
off on his great building program in 
1950, he realized that AEP would have 
to lure new customers into its low- 
density bailiwick. His particular tar- 
gets were companies making electro- 
lytic tinplate, ammonia and chemicals, 
where electricity is a key part of the 
industrial process. 

To bring them in, AEP had to be 
able to generate juice more cheaply 
than other utilities, and it also had to 
do it more cheaply than such indus- 
trial giants as du Pont or Olin Mathie- 
son, who have no qualms about gen- 
erating their own power. “We went to 


those companies,” Sporn recalls, “and 
we said, ‘Look, why should you in- 
vest your money at 64% when you 
can make 10% in your own business? 
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ALL-ELECTRIC HOUSING DEVELOPMENT: 


So the foundation of Sporn’s build- 
ing program was a pressure for plants 
which could generate low-cost elec- 
tricity. The ultimate result: AEP’s 
electricity now sells for 17% less than 
it did in 1950. 

Some utility men, arguing that ex- 
ploitation of technology has reached 
its economic limit, now privately won- 
der if the game is any longer worth 
the chase. Sporn does not agree. 
“Today,” he observes, “we can’t 
change black to white, but we can 
convert black to a mild gray.” 

Mills & Millions. Take the generation 
of electricity and the 18 billion kilo- 
watts of power a year which AEP and 
other utilities sell to the Atomic 
Energy Commission. If they could 
cut the generating cost of each of 
those kilowatts by just one mill (one 
tenth of a cent), the bill to the AEC 
would drop by no less than $18 million 
a year. Obviously, any such figure 
would make a powerful inducement 
for the businessman who cannot de- 
cide where to set a new plant. 

American Electric, itself, has the 
advantage of sitting atop the greatest 
coal producing area in the world. For 
despite all its own woes, coal is still a 
cheaper fuel than either natural gas 
or oil. Sporn has made it even more 
so. By developing ways to use low- 
grade coal, loaded with water and im- 
purities, AEP can save about 50 cents 
on every ton of coal it uses. Buying 
about 14 million tons a year, it thus 
cuts a not inconsiderable $7 million 
off its fuel bill. “And don’t forget,” 
adds Sporn, “we're getting six times 
as much heat from a ton of coal as we 
did a few years ago.” 

Of Debt & Relaxation. Having to 
fight a constant battle to keep its 
prices low means that American Elec- 


they soak up juice even when steel is off 


tric must also watch its own prof- 
its, particularly per-share earnings. 
Granted that the fat price of AEP’’s 
shares helps it prevent dilution. 
Granted, too, that its earnings have 
shown a steadily upward course. Still 
AEP is held to a 6.5% return by the 
various regulatory commissions with 
whom it must deal. But its stock must 
compete with other shares, most of 
them in non-regulated industries, in 
winning the favor of the marketplace. 

How, then, can AEP continue to 
show high earnings on its individual 
shares? Sporn’s way is simply to hold 
down the number of those shares, and 
to use long-term debt in their place. 
Counting in restricted surplus, AEP’s 
equity stands at between 37% and 
38% of its total capitalization; with- 
out it, the rate drops to 33.5% to 34%. 
Comments Sporn: “The supposed ad- 
vantage of a high equity ratio isn’t so 
in an era of 52% taxes on earnings of 
a non-debt nature.” 

Sporn’s thesis is not mere common 
gospel. American Telephone & Tele- 
graph, for example, limits its debt to 
only one third of its capitalization. 
Nevertheless, Sporn has one compell- 
ing argument in favor of his high-debt 
policy. “The equity you do go out and 
get has to earn about 10%,” he notes, 
“so you really must earn 20% or 21% 
on it. Of course, you can be relaxed 
if you have virtually no debt. But is 
management entitled to that relax- 
ation?” 

More prosaically, debt appeals be- 
cause the interest on it is deductible 
from taxes where dividends on com- 
mon stock are not. Utilities, more- 
over, generally can obtain a fairly low 
interest coupon in the money market. 
“We've been fortunate,” says VP 
Jim Rose, “in that much of our 
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BREED PLANT IN INDIANA: 
it was the biggest yet 


debt was incurred when rates were 
low. So even though we take it on 
the chin sometimes, the over-all rate 
is good.” 

Yet even in such doctrine, Sporn 
characteristically insists on flexibility. 
“We're ready to throw it all over to- 
morrow,” he says, “if we can find a 
better way.” 


The Lamplighter. The man who set 


American Electric’s wires to crackling 
with energy was born in Austria in 
1896. Brought to the U.S. by his par- 


ents, Sporn worked as a lamplighte: 
in New York before attending Colum- 
bia University, in 1920 joined AEP as 
an engineering assistant. A few years 
later startled the whole industry with 
a radical paper on minimizing light- 
ning hitting steel tower transmission 
lines. 

On the long, slow promotion ladder 
of an electric utility, it was not until 
1947 that Sporn reached the presi- 
dency of American Electric. But once 
there, he lost little time in starting 
his drive for bigger & better electric 
plants. For eight of the past ten years, 
a power plant designed by AEP en- 
gineers has been the world’s most 
efficient, and in some years as many as 
six AEP-designed plants have ranked 
in the top eight. 

For all his emphasis on technology, 
Sporn likes nothing better than to 
leave it behind in his off-duty hours. 
“I get recreation,” he smiles, “by get- 
ting away from technology.” As soon 
as Sporn arrives home at night, in 
midtown Manhattan, he and his wife 
take their habitual walk through Cen- 
tral Park. Fifteen to 18 times a year 
they attend the theatre, and manage 
to make half the subscription per- 
formances at the Metropolitan Opera. 
When they can the Sporns also try to 
get in a business-pleasure trip to 
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Europe. “We had five days on ship 
this summer,” says Sporn, “and it was 
wonderful.” 

Achilles Heel? One business problem 
technology has not solved for Sporn 
is the well-known tendency of busi- 
ness to turn down. All the utilities, to 
be sure, have a certain amount of re- 
sistance to recession. For though it 
puts a ceiling on earnings in pros- 
perous times, the utilities’ allowable 
6.5% or so return on investment also 
puts a floor under them in lean times. 
When industrial earnings dropped 
30% in 1958, for example, utility earn- 
ings actually rose 5%. 

Yet American Electric is, in its way, 
vulnerable. No less than 40% of its 
revenues now come from industrial 
users. Sporn, however, professes to be 
unworried by this figure. Factories, 
he argues, bring in people. “And peo- 
ple,” he continues, “live in their homes 
and burn electricity even when the 
steel companies are operating at 50% 
of capacity. Our present economic 
system provides for that.” 

Sporn, however, wants electricity 
to run more than refrigerators and TV 
sets. Currently, he is pushing the de- 
velopment of the all-electric home, 
heated as well as powered by elec- 
tricity. 

It has been a long battle, one whose 
tide is only now turning. Sporn him- 
self started to work on the heat pump 
as far back as 1931. In 1947 he co- 





PAINLESS FINANCING 


Investors are willing to pay a fat 
premium over book valve for its 
shares. Thus AEP can do its common 
stock financing on very favorable 
terms, It currently can raise $1 in new 
equity against just 40c in book value. 
Consolidated Edison, by contrast, 
must give 77c in book value for every 
$1 it raises in common equity capital... 
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... By the same token, AEP’s common 
financing causes less dilution of earn- 
ings. Reason: it trades smaller earn- 
ings for each $1 worth of new equity 
than Con Edison does. 
Earnings per $1 of Market Value 
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SETTING UP ELECTRIC POLES: 
construction makes cash 


authored a book on the heat pump in 
order to popularize it. “It took,” he re- 
calls, “several decades to get any com- 
pany to make one. The manufacturers 
were hesitant about it even though we 
told them, ‘Look, this is nothing new 
or radical. It’s only an idea that Kel- 
vin put together 100 years ago.’” 

“Two for Free.” Now, though, no 
less than six air conditioning makers 
are manufacturing heat pumps, and 
Sporn believes his industry is at last 
getting ready to cash in on electrical 
home heating. Last year the number 
of all-electric homes on AEP’s lines 
rose by 37.6% to 19,600. Admittedly, 
this is only a minuscule 1.6% of all 
the homes in its territory. But those 
homes burned an average of 20,247 
kilowatt hours of electricity, vs. 3,837 
for the other homes. In sum they 
added $6 million in new revenues. 

Now Sporn is working hard to raise 
that percentage. The heat pump alone. 
he feels, has one strong selling point: 
it takes heat out of the atmosphere 
and thus does a more economical job. 
“You buy one kilowatt hour,” points 
out Sporn with eminent practicality, 
“and you get two from the atmosphere 
for free.” 

Short Circuits Ahead? The home 
heating market, of course, is only one 
of the problems Sporn must face in 
the years ahead. Quite overlooked by 
Wall Street in its avid pursuit of the 
utilities this year is one potential short 
circuit on their lines. That is the hun- 
dreds of millions of dollars worth of 
3% and 3.25% bonds on their books. 
Floated in the late 1930s, when 30- 
year financing was popular, most of 
these bonds will come up for redemp- 
tion between 1967 and 1974. For many 
utilities, they will be a problem of 
mammoth proportions. 

But financial man Jim Rose feels 
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' Increasing Office 
Efficiency’ 


Here’s the compact, complete office 
guide thatcan help you haveasmoother- 
running office in 7 days or less. This 
new pocket-sized booklet tells you: 
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« All about office layout; 
e How to cut your mailing costs; 
« How to set up an efficient file. 


All this, plus many other practical 
helpful suggestions for both you and 
your secretary. For a free copy, just 
tear off the postcard and mail it today. 
There’s no obligation, of course. 
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typewriter Cost.. 


Now! Get the compact Smith- 
Corona Electra 12 — the new, full- 
featured electric that costs you 
less than a manual office typewriter! 


Here’s the dollars-and-cents proof: 
Aregular office electriccosts $471.70°. 
The Electra 12: just $190.27. You 
save $281.43, or almost 60 per cent 
(federal excise tax included). 
A manual office typewriter lists at 
. $238.50. The Electra 12 saves you 
$48.23, or 20 per cent (tax included). 
Better yet, the Electra 12 has all 
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the major features of the expensive 
electrics: wide-range touch selector, 
impression control, full business-size 
carriage, automatic repeat action on 
space bar and hyphen-underline key, 
plus all the speed and ease electric 
typing’s famous for. 

The typing itself is clean, sharp 
... just like a printed page. And you 
can get up to 12 clear carbons. 

All this is possible because the 
Electra 12 is compact. Yet it has all 
the quality and rugged dependabil- 
ity you need to handle heavy work 


loads in your office, day after day. 

Why not call your Smith-Corona 
representative for a demonstration, 
or simply tear out the enclosed post- 
card and mail today. 


Free 16-page “Guide to Increasing 
Office Efficiency.” The compact, com- 
plete office guide that can help you 
have a smoother-running office in 7 
days or less. For a free copy, tear out 
the enclosed postcard and mail today. 
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that AEP will be able to handle this 
problem with no trouble. “If we're 


smart,” says he, “American Electric. 


Power will refund these issues before 
they are due—if the rates are right. 
If they aren’t, the regulatory com- 
missions will have to realize that the 
money rates have gone up.” 

But what would such wholesale 
redemption do to AEP’s precious debt- 
equity ratio? “You can always find 
weys to keep your equity low,” re- 
plies Rose. “One would be the pay- 
ment of a full dividend, or a pay- 
ment out of surplus.” 

The Perennial Optimist. Always an 
opjimist on the future of electric 
power, Sporn is one who is ready to 
reinforce his feelings with hard sta- 
tistics. “Our demand,” he points out, 
“increases by about 8% a year. That’s 
our historical rate, and it represents 
a doubling every nine years.” 

So w:ia 6 million kilowatts of gen- 
erating capacity today, Sporn has 
set himself a heady goal. By 1968 or 
1970, he believes, AEP will have a 
generating capacity of no less than 10 
million kilowatts. 

However gloomy at times, predic- 
tions by economists or Wall Street 
analysts do nothing to budge his pre- 
diction. “In 1946,” Sporn recalls, “the 
Wall Street analysts drew a horrible 
picture of utility stocks. We were in 
an inflationary era they said and our 
rates could not possibly go up as fast 
as our costs. We told them that this 
was nonsense. When costs go up, we 
argued, industry will use machines 
instead of people, and utility profits 
will go up.” 

“And that,” adds Sporn with satis- 
faction, “is just what happened.” 

The Hot Bulb. If historical precedent 
is not enough, Sporn has one other 
reassurance for the future. No matter 
how far man progresses, he observes, 
men continue to create a demand for 
electricity. “We invented the light 
bulb,” Sporn points out, “but we've 
never found a way to take the heat 
out of it. For that, you need a ma- 
chine—powered by electricity.” 


ETHICAL DRUGS 





PEP PILL NEEDED 


Smith Kline & French has 
had quite a jag on tranquil- 
But now it seems to 
need a pep piil. 


izers. 


Berore tranquilizers came along as a 
major phenomenon on the U.S. scene, 
Smith Kline & French Laboratories, 
Inc.* was a small and only moderate- 
ly prosperous Philadelphia _ ethical 
drug manufacturer. 

As a specialist in drugs affecting 
the central nervous system, however, 
SK&F was in a good position to capi- 
talize on the sudden success of tran- 
quilizers. Since 1953, the last year 
before it introduced tranquilizers, its 
sales have soared from $53 million to 
last year’s $135 million and per share 
earnings from 34c to $1.72. SK&F’s 
Thorazine, Compazine and Stelazine 
were among the hottest products in 
the business. 

Tuckered Out? But this year the 
tranquilizer market (see chart) has 
been acting rather tired and nervous. 
Smith Kline & French’s sales contin- 
ued to rise, up 9% in the first half. 
But with new brands continuing to 
pour forth in increasing numbers, 
price cutting began to crop up. In 
spite of the higher sales, SK&F’s net 
dropped 6% (to 83c a share) in the 
six-month period, the company’s 
first important decline in net since 
the tranquilizer bandwagon started to 
roll. 

Was the slowdown only temporary? 
In the trade, the guessing was that it 
was not. “Tranquilizers,’ admitted 
SK&F President Walter A. Munns, 
“have seen their greatest growth 
phase.” 

Where, then, could SK&F look for 


*Smith a & French. Traded NYSE. Re- 
cent _ Price range (1960): high, 
4  Eeviares (1959) : $1.20. Indi- 
ngs per share 

(1959): $1. 3 million. 
Ticker symbol: SKL 





WHO’S WORRIED NOW ? 


Tranquilizer sales have been flattening out, but the introduction of new tran- 
continues apace. Result: growing competition and a squeeze on profits. 





Industry Sales at 
Manufacturers’ Level 


Millions of Dollars 





No. of Tranquilizer Brands on the Market 








SK&F’S MUNNS: 
is tranquility threatened 


future growth? A number of its new 
products are doing well. Among 
them: Spansules, capsules that have a 
delayed effect through the night; a 
new oral nasal decongestant; an anti- 
itch preparation; and a peptic ulcer 
drug. But none looked good enough to 
maintain the spectacular growth of 
the past. “We are,” argues Munns, 
“in a consolidation phase following 
the great leap with the tranquilizers.” 

Consolidation Time. Last month the 


“consolidation” was getting under way. 


Always research-minded, the com- 
pany was stepping up the search for 
new products. Munns gave a free 
hand to his new research chief, 46- 
year-old Dr. J. Kapp Clark, long- 
time associate professor at the Uni- 
versity of Pennsylvania, to reorganize 
the department. “It is,” says Munns, 
“the first time we’ve had a scientist— 
as opposed to an administrator—in 
complete control of research.” 

Such changes, however, do not pro- 
duce results overnight. In spite of 
all the activity in research, SK&F is 
expected to market only one new 
drug of significance this year. That 
is SKF-385, a psychic energizer, 
which has the opposite effect to the 
tranquilizer. It is complementary to 
such well-established SK&F stimu- 
lants as Benzedrine and Dexedrine, 
which stimulate motor activity, 
whereas SKF-385 works on the mind. 
But admittedly this will hardly revo- 
lutionize the business the way the 
early tranquilizers did. At best, it 
will help SK&F maintain its position 
in the field. 

All of which left Smith Kline & 
French rather in need of a pep pill 
itself. Said Munns: “There are no 
existing products in which we see 
such spectacular growth as tranquil- 
izers. The future hinges on what 
Kapp Clark and his colleagues turn 
up in the laboratories.” 
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REAL ESTATE 


ZECKENDORF 
PULLS BACK 


Hard-pressed by the money- 
lenders, Realtor Bill Zeck- 





tactical rather 
strategic, 


As one of the greatest self-salesmen 
in many a year, Realtor William 
Zeckendorf tends to describe even 
his smaller deals in heroic terms. 
Last month, however, Zeckendorf was 
carefully avoiding hyperbole. His 
activity, carried out with unaccus- 
tomed modesty, could be described 
with a single austere word: re- 
trenchment. 

Long known as a man who would 
borrow money on almost any terms 
to buy property for his Webb & 
Knapp, Inc.,* Zeckendorf was now 
selling as eagerly as he once bought. 
First crack out of the box had been 
the early January sale, for some $8 
million, of most of Webb & Knapp’s 
choice 12,000-acre Mountain Park 
property in Los Angeles. 

This was not much of a windfall for 
stockholders. Bill Zeckendorf, in a 
typically sweeping prediction, once 
estimated Mountain Park would 
bring “upward of $25 million.” But 
the Los Angeles sale was only the 
beginning. There followed such a 
mounting crescendo of sales that by 
mid-September they totaled well 
over $80 million. On the block went 
such properties as 40 Wall St., often 
acclaimed as Zeckendorf’s most in- 
volved and creative deal, and the 
empty lot on New York’s Sixth Ave. 
which had been proudly intended as 
the site of the Hotel Zeckendorf. 

More to Come. That $80-million 
sales figure, moreover, seemed sure 
to grow. Only last month Zecken- 
dorf disposed of the final piece of 40 
Wall ($15 million for its leasehold). 
Then he sold Webb & Knapp’s St. 
Regis Hotel leasehold for $5 million, 
the last of several St. Regis deals 
that added up to an over-all gain of 
$2.2 million. A contract was already 
signed for the sale, late this year or 
early next, of the old Roxy Theatre 
parcel for $5.3 million. And negotia- 
tions were well along for selling Webb 
& Knapp’s Commodore Hotel leasehold 
for a reported $5.9 million. “The 
newspapers,” remarked one Webb & 


*Webb & Knapp, Inc. Traded American 
Stock Exchange. Recent peeees 1%. Price 
range (1960): high, 1%; low, 1. Dividend 
“ ): none. Indicated 1960 payout: none. 
Earnings per share (1959): d4c. Total assets: 
$296.4 million. Ticker symbol’ WN. 


ForRBES, OCTOBER 1, 1960 


PROJECTED $500-MILLION CENTURY CITY: 
even with help, the drain would be heavy 


Knapp vice president recently, “are 
going to get awfully sick of stories 
about properties we have sold.” 

Man in a Bind. It was no mystery 
that Webb & Knapp badly needed the 
money. The only question was: 
Why had Zeckendorf waited so long? 
In his period of full-blown acquisi- 
tion he had saddled Webb & Knapp 
with some exceedingly onerous debt. 
At the end of 1959, Webb & Knapp’s 
short-term obligations added up to a 
staggering $103.4 million, up $21.6 
million since 1958. And of this total, 
nearly $72 million was due within 
one year. Indeed, so hard-pressed 
was Zeckendorf at year-end that he 
was even factoring some accounts 
receivable at Webb & Knapp hotels. 

For these loans, W&K_ stockhold- 
ers paid through the nose. Financier 
Albert List (whom Zeckendorf de- 
scribes as “our highest-cost lender’), 
charged something like 18% for his 
share of a $1.5-million loan. The 


WEBB & KNAPP’S ZECKENDORF: 
stockholders could only hope 


company’s total 1959 interest bill was 
$12.2 million (vs. $83 million the 
year before). Over-all, Zeckendorf 
paid an astounding 134% average 
rate on his $61.5 million of non-bank 
short-term borrowings. Result: even 
after netting $17.6 million on the sale 
of properties last year, W&K ended 
1959 slightly in the red so far as com- 
mon stockholders were concerned. 

Out of Hock. But now Zeckendorf 
was closer to being out from under 
than he has for many years. “With 
the sale of 40 Wall,” said he last 
month, “we will be practically out of 
the banks.” By year-end, he esti- 
mates, Webb & Knapp will have cut 
its bank debt to some $5 million, 
reduced its “Shylock” borrowings to 
$10 million or $12 million. Explains he: 
“Every day we are adding assets that 
can be financed by long-term mort- 
gages. But we’re not adding short- 
term debt.” 

All in all, Webb & Knapp could 
close out 1960 with short-term debt 
of under $20 million—down more 
than $80 million since last December 
Thus, its aggregate interest cost would 
be down to a probable annual rate of 
less than $3 million+ by year-end 
vs. $12.2 million paid out in 1959 

Cash for the Coast. If stockholders 
expected, however, that Zeckendorf 
was losing his taste for financial 
derring-do, they were likely to be 
disappointed. It is more likely that 
he has simply been clearing the deck 
for more borrowing. 

Adjoining Beverly Hills, in what 
is Los Angeles’ choicest area, Bill 
Zeckendorf is planning to build a 
$500-million residential and commer- 
cial complex to be named Century 
City. Webb & Knapp has contracted to 

*The actual interest cost for 1960 would of 
course be considerably greater, since the 


borrowings were paid off from time to time 
over the year 





LIGHTENING 
THE LOAD 


By slashing both long and short- 
term debt, Bill Zeckendorf plans to 
trim Webb & Knapp’s interest bur- 
den to an annual rate of some $3 
million by the end of 1960. 








1956 1957 
“Anawal Rate 


1958 1959 1960 (est) 











buy a 265-acre studio tract from 
Twentieth Century-Fox for $43 mil- 
lion in cash (of which $5 million 
is on deposit), leasing back 75 acres 
for studio use for $1.5 million an- 
nually. Twentieth Century-Fox share- 
holders will vote on the proposal at a 
special meeting on October 17. 

Paying for and developing this 
property will be a cash-costly propo- 
sition. Zeckendorf recently lightened 
the development burden by taking 
in Alcoa as a 40% equity partner. 
And if the deal is consummated, he 
can sell the Twentieth Century-Fox 
lease for $15 million or possibly more. 
But any development on the scale of 
Century City is bound to strain 
Webb & Knapp’s resources before it is 
completed. 

Big Deals, Small Results. Which is 
probably the only way Zeckendorf 
would feel comfortable for any length 
of time. Fantastically successful as a 
real-estate broker, Bill Zeckendorf 
is only really at home in an atmos- 
phere of buying and selling, of fran- 
tically jangling telephones, of big 
deals on small equities. Sitting back 
and raking in dividends from smooth- 
ly operating properties would hardly 
be his cup of tea. 

And Webb & Knapp’s 40,095 com- 
mon stockholders? Over the past 
five years, the company on balance 
has netted realized profits of about 
$1 million, or less than 2c a share 
per year on average; Webb & Knapp 
shares, for which many stockholders 
paid as high as $3 a share a few years 
ago, are currently languishing around 
1%. Now they could only wonder 
where Zeckendorf’s wheeling & deal- 
ing would take them next. Whether 
he could produce more tangible re- 
sults for his fellow stockholders re- 
mained to be seen. 
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SHOES 


PINCHED TOES 


If new shoes fit, don’t count 
on Genesco’s Jarman to stop 
putting them on—however 
much they pinch stockhold- 


ers’ toes. 


EVENTUALLY, Wall 
sumed, insatiably merger-minded 
Genesco Inc.* under Chairman W. 
Maxey Jarman would come to 
the end of the road in its continual 
buying of other businesses. Then it 
could really concentrate on making 
money out of the ones it already has. 

False Alarm. Several weeks ago The 
Street seemed to have received just the 
sort of news from Genesco it had been 
waiting for. Wall Street got the news 
under the point-blank headline: 
“Genesco Says It PLans No FurrtHer 
Acquisitions.” “For the time being,” 
President Ben H. Willingham told an 
inquiring reporter, “we have all [the 
businesses] our organization should 
try to handle.” 

Whatever Willingham had meant to 
say, his message quickly proved to be 
a false alarm. “We have still,” in- 
sisted Maxey Jarman, “plenty of irons 
in the fire.” In fact, far from aban- 
doning the merger trail, said Jarman, 
he had just hit it all the harder by 
appointing a new special staff execu- 
tive charged exclusively with flush- 
ing up new merger and acquisition 
prospects for Genesco. And his ap- 
pointee seemed anything but worried 
about the future of his job. “If a 
company does not grow,” said he, 
taking a leaf out of Maxey Jarman’s 
own gospel, “it ends up by falling 
backwards.” 


Street has as- 


SHOE PRODUCTION LINE: 
polished uppers but thin soles 


GENESCO’S JARMAN: 
on the merger trail again? 


Thin Soles. Grow Genesco certainly 
has. In all, it has bought no fewer 
than 12 companies with sales of $111 
million in the last five years, ex- 
panding its operations into retailing 
women’s and men’s clothing, silver and 
jewelry; manufacturing lingerie and 
foundation garments. Yet to Wall 
Street’s disappointment, Genesco has 
not grown much in one basic re- 
spect—its earning power. Though 
Jarman has increased his company’s 
net from $3.9 million to $8.6 million 
since 1950, earnings per share have 
barely climbed at all. Not, in fact, 
until 1959 did Genesco improve on the 
$2.57 a share it had earned in 1950, 
and then only to $2.66 a share. 

The cause, of course, has been «4 
severe case of dilution, that frequent 
side-effect of mergeritis. What's 
more, to help pay for the string of 
companies he bought, Jarman has 
nearly quadrupled Genesco’s long- 
term indebtedness in the past decade. 
As a result, Genesco’s stockholders 
have found themselves in much the 
same shoes as the legendary impov- 
erished gentleman: gloriously polished 
uppers but painfully thin soles. 

For a moment last month, it almost 
seemed as if the ebullient Jarman 
himself were in a mood of doubtful 
reflection. Facing him was the just- 
released report for Genesco’s July 
fiscal quarter, in which its earnings 
dropped to a mere 9 cents a share— 
their lowest level for any quarter in 
the last five years. “Sure,” Jarman 
said, “there is a lot of room for im- 
provement in earnings per share.” 
But a moment later he was back 
talking mergers again. 

*Genesco Inc. Traded NYSE. Recent price 
29%. Price range (1960): high, 4034; low, 29% 
Dividend (1959) : $1.50, Indicated 7.) ent 


$1.50. Earnings per share (1959): ‘otal 
assets: $128.8 million. Ticker symbol: GCO. 
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Pitney-Bowes 
POSTAGE METER 


Made by the leading manufacturer of mailing machines . . . 
139 officesin U.S. and Canada. In Canada: Pitney-Bowes of 
Canada, Ltd., Dept. 386, 909 Yonge Street, Toronto. 


30¢ a day pays for 
a postage meter 


Is it worth 30¢ a day to get rid of those 
old-fashioned adhesive stamps that stick 
together, get lost, run out when you need 
them? Plus messy stamp sticking, and 
keeping a locked up stamp box? 

Is it worth 30¢ a day always to have 
the right stamp, and enough postage? 
A meter will print your postage as you 
need it for any kind of mail—directly 
on the envelope, or on gummed tape for 
parcel post. Print your own small ad, 
too, if you want one; seal as well as stamp 
envelopes. Mailing is easy, fast, efficient. 
And anybody can use a meter. 

You buy postage, as much or as little 
as you like, by having the postoffice set 
the meter for the amount. Your postage 
in the meter is protected from damage, 
loss, misuse; and automatically accounted 
for on visible registers. And metered mail 
needs less handling in the postoffice, can 
often get on its way earlier. 

The DM, desk model meter, is made 
for the small mailer, like this druggist. 
Users like the DM for its convenience; 
one-third average less than $1 a day in 
postage! Power models for larger mailers. 
Ask the nearest Pitney-Bowes office for 
a demonstration. Or send 
for free illustrated booklet. 


FREE: Handy desk or wall 
chart of new postal rates, 
with parcel post map 
and zone finder. 


Larger electric models 
stamp and seal up to 175 
letters a minute. 


Pirney-Bowes, Inc. 
1788 Pacific Street, Stamford, Conn. 
Send free C booklet CO postal rate chart to: 


yen 


Address 





CONT AINERS 


THE BOTTLE BABY 


By weaning itself off an all- 

milk diet, Thatcher Glass has 

grown into a thriving, diversi- 
fied bottle maker. 





For THE first 50 years of its life, the 
Thatcher Glass Manufacturing Co.* 
stubbornly remained a bottle baby. 
Founded by Dr. Hervey Thatcher, in- 
ventor of the milk bottle, for half a 
century Thatcher Glass enjoyed a 
business which was solid, stable—and 
small. Even as late as 1941 its sales 
(some 70% of its rever:ues came from 
milk bottles) totaled just $8.3 million. 

Off the Bottle. When Franklin B. 
Pollock took over at Thatcher in 
1943, he quickly saw that the com- 
pany’s restricted sales diet was not 
only dreary but dangerous. The tra- 
ditional milk bottle was fast losing 
ground to paper containers as a milk 
carrier. Yet Thatcher had little but 
milk bottles to sell. 

Deliberately, Pollock began to wean 
Thatcher off its milk bottle onto a 
richer diet: beer and liquor bottles, 
containers for food, and cookware and 
tableware. Thatcher thrived on the 
change. By last year, milk bottles ac- 
counted for only 8% of Thatcher’s 
sales. Other types of containers con- 
tributed 80%. What's more, sales had 
grown to a robust $50 million, produc- 
ing earnings of $2.6 million, or $2.45 
a share. 

Packed with Competition. These new 
markets have not been easy ones for 
a little outfit like Thatcher to break 
into. Every type of glass container is 
packed with competition, coming from 
such giants as Owens-Illinois Glass 
(with more than 40% of the total glass 
container market), Anchor Hocking 
(10%) and such relative newcomers 
as Armstrong Cork and Continental 
Can. Sometimes the strain tells, as it 
did in 1960’s first half, when Thatch- 
er’s earnings slipped 6% to $1.1 mil- 
lion, despite a 10% increase in sales 
(to $25.5 million). 

The drop, Chairman Pollock ex- 
plains, came from the effort Thatcher 
is making to promote the no-deposit, 
no-return beer bottle. “Profits are 
down,” says he, “because the initial 
promotional effort for the bottle has 
been expensive. But brewers tell us 
that they prefer glass, since it doesn’t 
affect the flavor of the beer. What’s 
more, the lightweight bottle can 


*Thatcher Glass Mfg. Co. Traded NYSE. 
Recent price: 2834. Price range (1960): high, 
3314; low, 274. Dividend (1959): $1.40. Indi. 
cated re? out: $1.40. Earnings per share 
(1959) : $2.45. Total assets: $40 million. Ticker 
symbol: TMC. 


THATCHER’S POLLOCK: 
after weaning, a varied diet 


mean a saving of 2 cents to the cus- 
tomer at retail.” 

Local Options. Yet Pollock is after 
bigger game than just a throwaway 
beer bottle business alone. Bottles 
are costly to ship: freight alone costs 
the glassmakers 10 cents on each sales 
dollar. So even though glass-making 
is a heavy capital business where it 
takes $1 of plant to produce $1 of new 
annual sales, Pollock has been spot- 
ting new bottle plants in strategic 
places around the country. 

These larger expenses have cut 
Thatcher’s return on net assets to 
11.8% vs. 13.2% for Owens-Illinois, 
13.6% for Anchor Hocking. Yet Pol- 
lock feels that the game has been well 
worth the chase, for Thatcher now has 
six glass plants strategically located to 
keep freight costs low. Its newest one, 
in Tampa, Fla., lies between a Schlitz 
and a Budweiser plant, across the 
street from a new Pepsi-Cola plant 
and not too far from a new Clorox 
plant. 

Of Caps & Tubes. Pollock, however, 
is not relying on glass bottles alone to 
keep Thatcher healthy. Last year, for 
example, he acquired the Celon Co., 
a maker of plastic bottle caps which 
prevent shoppers from sampling a 
bottle’s wares or switching price- 
marked caps with others. Notes 
Thatcher’s President William Green: 
“This division will have sales of $4.5 
million this year, and it has a fine 
growth potential.” 

Also new to the Thatcher fold is a 
company making the U.S.’ only vinyl 
plastic squeeze tube (the only sort 
which can package petroleum based 
products). “These products,” notes 
Green, “are just coming into pro- 
duction. We’re tentatively projecting 
its sales at $2 million next year, and 
perhaps $3 million in 1962.” 

For the longtime bottle baby, wean- 
ing has come hard to Thatcher glass, 
but come it has. 


FOOD 


MAKE MINE 
CHOCOLATE 


Hershey Corp. will try its 
hand at anything—provided 
it can be made of chocolate. 


HersHey, Pa.’s Hershey Chocolate 
Corp.* has long been noted for two 
things. First of all, it is the U.S.’ larg- 
est maker of cocoa products. Secondly, 
it has consistently broken most of the 
rules which are supposed to make a 
business successful: it has refused to 
diversify, spends not one penny on 
advertising and has steadfastly re- 
frained from making use of new syn- 
thetic raw materials. 

While unquestionably stamping 
Hershey as unique, all this rugged in- 
dividualism has produced mixed re- 
sults. Hershey, with $167 million in 
annual sales, has about a third of the 
U.S. cocoa products market and a 
good slice of the world market. Its 
ratio of assets to liabilities is a re- 
markable 11 to 1. Still, its profit mar- 
gins run well behind some other 
candy makers (1959 leader: USS. 
Chicle’s 13.4% vs. Hershey’s 9%). 

Lately, though, Hershey’s chairman, 
John J. Gallagher, has served notice 
that he wants to get off the earnings 
plateau (between $5 and $6.50 a 
share) where Hershey has rested 
since 1956. He is even prepared to 
make some changes to do it. Nothing 
drastic, mind you. No advertising. No 
diversification. No synthetics. But Gal- 
lagher has been steadily widening 
Hershey’s product line. Everything it 
produces is still made of chocolate, to 
be sure. But now Hershey’s line in- 
cludes chocolate-coated mints, choco- 
late-covered almonds and vitamin 
fortified chocolate syrup. 

Good News. With considerable sat- 
isfaction last year, Gallagher saw his 
margin rise from 7.8c to 9c on the sales 
dollar. Favorable cocoa prices had 
helped. So had the new products. 
In late August he had more good 
news for his 9,500 stockholders. On 
a relatively modest 5.5% sales rise 
(to $82 million), Hershey’s first-half 
earnings had jumped 28.6% (to $3.64 a 
share) and its profit margin widened 
to 10.7c on the dollar—Hershey’s best 
since 1949. 

Candymaker John Gallagher then 
proceeded to add a sweet chocolate 
coating to his good news: Hershey's 
sixth dividend increase in six years. 


*Hershey Chocolate Corp. Traded NYSE. 
Recent ce: 96. Price range (1960): high, 97; 
low, 76. Dividend (1959) : $3.40. Indicated 1960 

out: $3.70. pareinw per share (1959): 
‘7 . Total assets: $86. liion. Ticker sym- 
bol: HSY. 








REPORT FROM WESTERN UNION 


NEW WESTERN UNION 
SWITCHING CENTER AND TERMINAL 
EQUIPMENT LINKS OVER 
350 AIR FORCE INSTALLATIONS 
AROUND THE WORLD 


5-million-mile automatic teleprinter system 
— compatible with other military forms of 
electronic communication — one of many 
ways Western Union facilities add new 
strength to National Security. 


Western Union's Assignment .. . 
Instantaneous communication to and from 
any USAF Installations in the world! All 
Air Force messages flash automatically — 
and the entire system is engineered to give 
urgent messages top priority. Automatic 
checks work continuously to insure proper 
operation. Minimum daily capacity is 130 
million words, with speeds of up to 100 
words per minute. 


The network provides for 10 major auto- 
matic switching centers in the United States 
and abroad, including one each in Japan, 
Hawaii, England, Germany and Spain. 
These Air Force Centers and other similar 
facilities, operated by the military depart- 
ments, will become a part of the Defense 
Communications Systems (DCS) under the 
control and supervision of the Defense 
Communications Agency. 


Other systems completed or being engi- 





neered by Western Unionfor National Security: 





Comlognet (Combat Logistics Network) — 
the world’s largest and most advanced 


data processing system. Daily capacity: 
7 million punched cards. Initial phase ready 
by 1961, with national operation by the 
Air Force scheduled during 1962, 


Air Force Nuclear Bomb Alarm System—in- 
stalled this past May for the Eastern United 
States. National operation by year’s end. 


Strategic Weather Facsimile Network— 
linking 57 Air Force Weather Stations 
throughout the United States. Purpose: 
rapid transmission of special purpose 
weather maps. Completion date: late 1960. 


National Weather Facsimile Network—to 
provide data to 600 stations in 330 cities 
by the close of 1960. Will serve: U.S. 
Weather Bureau, Air Force, Army, Navy 
and Coast Guard, 


Weather Observing and Forecasting Test 
Network— Western Union, participating 
with other companies, is designing and 
engineering initial test network. Aim: test 
collecting weather information automat- 
ically for computer processing. Initiation 
of network tests: mid-1961. 


New Coast-to-Coast Microwave Network— 
designed for both military and civilian use. 
Will handle every known form of electronic 
communication. Completion date: 1961. 


WESTERN UNION FINDS BETTER WAYS TO SPEED IT ELECTRONICALLY 





ROCKWELL-STANDARD’...Growth through leadership 


Af 
tae 


Lasnnm . 


Triple Threat Mobility...and it runs in a family! 


Today the Army is testing prototypes for a completely 
new “family” of medium duty, multi-wheel-drive vehi- 
cles. Vehicles light enough to be transported by air, 
tough enough to take a parachute drop and travel 
roughest terrain, versatile enough to either speed 
along a highway or float across a river. 

Three major automotive manufacturers have sub- 
mitted competitive designs for these amazing new vehi- 
cles. Each concept differs widely from the other in its 
driving assembly. But, because of Rockwell-Standard’s 


This is one of a series of state- 
ments to acquaint you with the 
broad scope of the activities of 
Rockwell-Standard Corporation. 


50 years of experience in supplying the military with 
the most complete line of driving assemblies, all three 
prototypes are equipped with Rockwell-Standard axles. 

Since World War I Rockwell-Standard has been an 
important supplier to the military of driving assemblies 
for all types of wheeled vehicles —everything between 
the engines and wheels. Today it also supplies the mili- 
tary with Aero Commander and Commander Alti- 
Cruiser Aircraft ... plus filtration products for a wide 
variety of engines, compressors, jet aircraft and missiles. 


The 22 plants of Rockwell-Standard Corporation manufacture these famous products + TIMKEN-DETROIT® AXLES + HYDRA-DRIVE® TRANSMIS- 
SIONS + GARY® GRATING + BLOOD BROTHERS® UNIVERSAL JOINTS + BOSSERT® STAMPINGS + AERO COMMANDER® and COMMANDER 


ALTI-CRUISER® AIRCRAFT + AIR-MAZE® FILTERS «+ 


KERRIGAN® LIGHTING STANDARDS. Pius these other Rockwell-Standard® products: 


AUTOMOTIVE BUMPERS + AUTOMOTIVE SEATING + LEAF AND COIL SPRINGS + BRAKES + FORGINGS 





AUTOS 


UNFINISHED 
BUSINESS 


For Detroit the 1960 model 
year was a good one—but not 
good enough to keep pacewith 
the stepped-up assembly lines. 


Like much of the rest of U.S. industry, 
Detroit last month was suffering from 
a slight case of overproduction. Not 
that the 1960 model year had been a 
bad one for sales: new car registra- 
tions in the first seven months of the 
calendar year were up 8.6% over the 
same period last year (to nearly 4 mil- 
lion units). 

The trouble was that production 
had climbed even faster. Over opti- 
mistic automen pushed their assembly 
lines to turn out 12% more cars than 
in the same period of 1959. Result: 
dealers were going into the 1961 
model year with 880,000 unsold cars 
choking their showrooms and over- 
flowing their lots. 

Never in the industry’s history 
had dealers’ pipelines been so full. 





HEAVY LOAD 
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... Ford dealers had roughly the same 
number of unsold cors as last year... 
1,250— 
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roughly one-third more cars to clean 
up than last year. 
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PONTIAC’S 1961 “VISTA” HARDTOP: 


as the new model year began, a record-size stockpile 


Clearly, the fall of 1960 was an un- 
fortunate time to be working off 
record-size stocks. The economy as a 
whole was far from bullish. Bankers 
were beginning to pull back a bit in 
financing new car purchases despite 
the widespread easing of credit. In 
July of 1960, the American Bankers 
Association reported last month, the 
delinquency rate on auto loans rose 
to 1.46% of the total outstanding, com- 
pared with just 1.07% the year before. 
“Some word of caution,” the ABA 
guardedly told its members, “is ap- 
propriate and timely.” 

Who Stands Where? All this, of 
course, somewhat dimmed prospects 
for a fast getaway into the new model 
year. Not all manufacturers were 
equally hampered, however. On this 
score, Chrysler Corp. seemed to be 
doing the least worrying. Sparked by 
the strong showing of its Dodge Dart 
line (Dodge sales were up 150% over 
the previous year), Chrysler dealers 
as a whole (Plymouth, Valiant, Dodge, 
DeSoto, Chrysler and Imperial) had 
fewer cars to get rid of last month 
than they did the year before (see 
chart). 

Not so Ford. Ford Motor’s success 
with its new Falcon, the biggest sell- 
ing compact in the country, was offset 
by the fact that Falcon sales ate into 
the sales of standard-size Fords. Thus, 
Ford dealers as a whole (including 
Mercury, Lincoln and new compact 
Comet dealers) had just about as 
many unsold new cars on their hands 
as they did last year at this point. 

But it was the GM dealers as a 
group who were most likely to feel 
the pinch. On the basis of eight-month 
production and seven-month sales 
figures, GM dealers (Chevrolet, Pon- 
tiac, Oldsmobile, Buick, Cadillac) had 
upwards of 470,000 1960 models to dis- 
pose of before the 1961s arrived—30% 
more than they had in their show- 
rooms last year at this point. 


Early Introduction. This was not to 
say that the industry—and GM in par- 
ticular—is already writing off the 
forthcoming 1961 model year. But no 
one doubted that the dealers would 
have to sell twice as hard to bring 
stocks down to normal. 

On top of that, the manufacturers 
were giving them less time, not more, 
to do something about it. Where late 
October or November used to be the 
traditional dates for unveiling new 
models, this year every division of 
the Big Three was expected to unveil 
its 1961 offerings by October 15 


RAIL EQUIPMENT 


THE BACKSLIDER 


An inch forward, two back. 
That’s been Alco Products’ 


fate for seven long years. 





Like the legendary Sisyphus,* Indus- 
trialist Perry T. Egbert is a man fated 
to mighty efforts—only to have them 
fail. Beleagured Perry Egbert, 66, 
is chairman of Alco Products Inc.,t 
known in its erstwhile days of glory 
as the American Locomotive Co., the 
nation’s second-largest producer of 
railroad locomotives. His stone is the 
heavy recent fortunes of his com- 
pany, whose sales have shrunk from 
$440 million to just $114.6 million in 
the past seven years. 

Perpetual Motion. Time after time 
since 1953 Egbert has labored to give 
Alco’s fortunes a renewed boost. Each 


*A crafty king of Corinth, who was con- 
demned in Hades to eternally roll uphill a 
huge stone, which constantly rolled down 
again. 


tAlco Products Inc. Traded NYSE. Recent 
rice: 12%. Price range (1960): high, 19%; 
‘Ow, 12%. Dividend (1959) : $1. Indicated 1960 

yout: 80c. Earnings per share (1959): $1.88. 
Portal assets: $106.8 million. Ticker symbol 
AP. 





time they have slipped back again 
even lower. 

Last month Alco’s fortunes hit their 
lowest point yet. On a 14% fall in 
first-half sales (to $55.3 million), its 
earnings had fallen 56% (to $900,- 
000, or 53c a share). That left Eg- 
bert and his board with no choice but 
to cut the $1 annual dividend, which 
Alco had maintained intact through- 
out its long adversity. From 25c 
quarterly, Egbert sadly announced, 
the payout would be trimmed to L5c. 
And the chances are that business 
will get worse before there is any 
improvement. Conceded Egbert late 
last month: “Our third quarter is tra- 
ditionally our worst period, and this 
year it’s going to be even worse than 
usual.” 

Small Means. Egbert has tried 
manfully to recoup Alco’s lost ground. 
But he has had little to work with. 
Burdened with heavy inventories and 
large receivables, he has had little 
cash to spare for capital outlays. As 
a result, Alco’s capital expenditures 
over the last three years have aver- 
aged only a weak $2.5 million. And 
Egbert would not even have had that 
to spend had he not been able to go 
to the banks two years ago for a loan 
of $20 million. Most of that, how- 
ever, had to go to consolidate debts 
and retire preferred issues. Only $3.6 
million of it was available to replen- 
ish Alco’s depleted working capital. 

Long before, Perry Egbert had 
tried the magic of diversification. 
Changing his company’s name to Alco 
Products, since 1954 he has been try- 
ing to stake out a claim for himself as 
a manufacturer of industrial heaters 
and coolers, petroleum refining and 
drilling equipment. He was also wan- 


dered far afield into manufacture of 
metal springs, open die forgings, rings 
and flanges. 

For a time it seemed that Alco’s 
efforts were gaining it back lost 
ground. In 1958, the company banked 
its best earnings in six years: an en- 
couraging $2.32 per share. But the 
stone soon rolled down again. Last 
year on sales down 17.2% to $114.6 
million, Alco’s net fell a thumping 
21.6% to $3.3 million ($1.88 a share). 

To be sure, a poor capital goods 
market might explain that. Yet the 
hard fact is that Egbert’s diversifica- 
tion program had clearly gotten Alco 
nowhere. In fact, its new products 
still account for only 27% of sales, its 
old standby, locomotives, accounting 
for the rest. Concedes Egbert: “We 
have hardly started diversifying yet.” 


CONVERTIBLE SECURITIES 


SPECULATION 
WITH SAFETY? 


Are convertibles a way for 

investors to have it both 

ways? Sometimes—but only 

if they meet certain qualifi- 
cations. 





As THE stock market plunged through 
its 1960 lows last month, many con- 
vertible securities were plunging right 
along with it. Such convertible bonds 
and preferred stocks as Dow Chemi- 
cal 3s of 1982 (off from 221 to 177); 
the Philco 4%s of 1977 (off from 123 
to 99); and Reynolds Metals $4.50 pre- 
ferred (down from 149 to just 114) 


MULTI-LINE LOCOMOTIVE ASSEMBLY FACILITIES: 
still pushing sales uphill 
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were regularly hitting new lows. 

Why did these fixed income securi- 
ties decline so rapidly at a time when 
most fixed income securities were ris- 
ing? Mainly because of their dual na- 
ture. A convertible security is on the 
one hand an option to buy the com- 
mon stock of the issuing company, 
an option at a specified price good 
until the convertible matures or is 
called. On the other hand, a con- 
vertible is also a bond, with fixed 
interest payments and a set maturity 
date. 

Put another way, it has a potential 
conversion value if the common stock 
rises enough to justify conversion. It 
also has an intrinsic or investment 
value as a senior security in the light 
of existing money market conditions. 

Thus when the common stock drops 
well below the conversion price, con- 
vertibles tend to sell on their own in- 
vestment merits; when the stock rises 
above the conversion price, they move 
in gear with the stock. That explains 
what has happened to those hard-hit 
convertibles this year when the com- 
mons declined sharply. The converti- 
bles, their conversion value declin- 
ing, simply dropped back toward their 
fundamental investment value. 

This is why bond men, less intrigued 
than the average investor with the 
conversion feature of convertibles, 
tend to focus heavily on their invest- 
ment merits. “Buy a convertible at a 
big premium,” explains one, “and you 
are buying nothing more than a com- 
mon stock in bond’s clothing. Buy a 
convertible close to investment value, 
however, and you often get the con- 
version feature almost for nothing.” 

Unfortunately, such bonds and pre- 
ferreds are not easy to find. First off, 
convertible bonds are always sub- 
ordinate to straight debt. That means 
they command lower quality ratings 
from bond-rating services, hence will 
tend to sell lower than other senior 
securities with the same coupons. 

In addition, most convertibles re- 
cently have sold at a substantial pre- 
mium over either their conversion or 
investment values—or both. Yet what 
the investor wants is precisely a bond 
selling quite close to both values. 

Among the hundreds of convertibles 
in Forses’ tables (see page 36), them- 
selves culled from an original list of 
hundreds, only a handful are current- 
ly selling within 20% of both their in- 
vestment and conversion values. But 
a fair number do qualify on one count 
or the other. In theory, those still sell- 
ing at a premium over conversion 
value could be buffeted by further 
declines in the common. In practice, 
though, their investment value should 
prop them up, minimizing the specu- 
lative element. 
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CONVERTIBLES PRICED CLOSE TO CONVERSION VALUE 


Size of Conversion Recent Invest- Recent Recent 

issue tate per : Conversion ment Call price of yield 

Issue (000) $100 bonds common value value price bond (%) 
100.00 108 3.7 
104.80 128 3.5 
103.75 183 14 


105.00 115 4.3 


Consolidated Edison 4s ‘73 $35,500 24+$22 64% 106 


94 
Consolidated Electrodynamics 42s ‘84 7,620 2.50 447% 112 88 
Dow Chemical 3s ‘82 2.26 79% 179 80 
El Paso Natural Gas $5 283,000 3.00 34%, 104 95 
90 
6 


Flintkote $4.50 (100) 2.68 33% 105.63 1062 

Food Giant Markets 4s (10) 0.50 23% 12 10.50 11% 3.4 
Gardner Denver 44s ‘76 4840 2.69 92 104.50 120 3.5 
Garrett Corp. 4%s ‘78 10,000 2.24 93 104.75 118 4.1 


General American Trans. 4s ‘81 4,840 2.50 88 103.00 178% 2.2 
General Portland Cement 5s ‘77 11,000 3.48 100 104.50 116 4.3 
General Telephone 42s ‘77 23,900 6.55 92 104.50 191 2.4 
Grand Union 4Ves ‘78 10,400 3.53 88 103.50 113% 3.6 
international T&T 4%es ‘83 10,500 5.40 94 104.75 215 2.3 
Lockheed Aircraft 334s ‘80 12,400 4.12 70 102.38 115% 3.2 
Macy, R.H. 5s ‘77 10,900 3.13 99 104.25 142% 3.5 
Northrop Aviation 4s ‘75 4,840 3.67 85 102.70 140 2.9 


Owens Illinois Glass $4 (100) 822,991 1.05 80 105.00 116% 3.4 
Potomac Electric 334s ‘73 14,800 io 123 91 104.00 121 3.1 
Richfield Oil 4%s ‘83 48,500 1.43 79 113 94 104.00 117 3.7 
Scott Paper 3s ‘71 96,800 1.30 110 87 102.20 110% 2.7 


Spiegel Inc. 5s ‘84 15,418 3.26 35 114 92 105.61 1202 4.1 


CONVERTIBLES PRICED CLOSE TO INVESTMENT VALUE 


Size of Conversion Recent Invest- 
issue rate per price: Conversion ment Call 
Issue (000) $100 bonds common value value price 


Allegheny Ludlum 4s ‘81 $16,200 1.82 3612 66 87 103.50 
Atlantic Refining 42s ‘87 100,000 1.89 35% 68 103.75 
Boeing 4¥2s ‘80 30,500 2 31% 62 104.50 
Bridgeport Brass 4¥2s (50) 203,000 0.95 25 51.50 


Carrier Corp. 4Ves ‘82 18,000 1.60 31 50 104.63 
Case, J.1. S¥as ‘83 20,100 4.40 10Ve 44 104.60 
Celotex Corp. 4Ves ‘76 10,000 21% 47 104.25 
Central Illinois Light. 4Yas '74 10,038 42M 104.25 


Cerro de Pasco 52s ‘79 26,300 ; 31 63 105.00 
Champion Paper 42s ‘84 20,000 30 65 104.25 
Colorado Fuel & tron 4%s ‘77 19,800 . 69 104.50 
Copperweld Steel 5s ‘79 8,000 ‘ 67 105.00 
Douglas Aircraft 4s ‘77 27,900 d 33 104.38 
Eastern Stainless 5s ‘73 5,100 . 66 105.00 
Food Fair Stores 4s ‘79 21,200 ’ 76 103.60 
Grace, W.R. & Co. 32s ‘75 29,800 . 72 103.25 


Hooker Chemical 5s ‘84 24,000 67 105.00 
1-T-E Circuit Breaker 414s ‘82 9,568 56 103.50 
Int'l, Minerals & Chem. 3.65s ‘77 18,000 d 63 102.00 
Kerr McGee Oil 42s (25) 675,000 7 26.00 


libby, McNeill & Libby 5s ‘76 10,468 67 104.00 
Merritt Chapman & Scott 42s ‘75 21,000 36 102.00 
Olin Mathieson 5¥2s ‘82 60,000 81 105.50 
Phillips Petroleum 44s ‘87 171,585 94 

Rohr Aircraft 5Vs ‘71 6,300 84 

Royal McBee 614s ‘77 7475 . 59 

Shamrock Oil & Gas 544s ‘82 16,400 104 

Sinclair Oil 49s ‘86 167,200 

Sunray Midcont. Oil 52s (30) 940,000 

Textron 5s ‘71 5,627 

Vanadium Corp. 4%s ‘76 9,900 

Wheeling Steel 334s ‘75 é 10,300 


* Indicates change in conversion rate within one year. 
Source: R.H.M. Associates. 
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BONDS 


BARGAINS 
IN BRITAIN? 


Some smart U.S. investors 
seem to feel that they have 
an unbeatable bargain in 
British government bonds at 
today’s prices. 


Is Bpuymnc by U.S. investors behind 
the recent strength in Britain’s famed 
old heirloom Consols 242%? That was 
the question being asked in London 
last month. In a market for British 
government bonds that has been se- 
verely depressed by high interest rates 
and tight money, the Consols 242% 
almost alone were selling above their 
1960 lows. 

The answer, while hard to prove, 
seemed to be at least a qualified “yes.” 
“Our trading in British government 
bonds,” said one big Manhattan for- 
eign bond dealer, “is up more than 
200% in the last three months—and a 
big proportion of the inquiries cénter 
around the Consols 2%.” 

Why was sophisticated U.S. money 
pursuing, of all the world’s securities, 
a single British government bond 
issue? It was not merely the fact that 
investors could get 542% on their 
money (see table) with minimum risk. 
There was also the prospect, which 
some of the shrewder U.S. brokerage 
houses did not fail to point out, of 
an attractive capital gain as well. 
Which explained, in part, why the 
Consols 24% were getting so much at- 
tention: selling at well under half 
their face value, the Consols 2% 
seemed to have the greatest percent- 
age appreciation possibilities of the 
entire depressed list.* 

The Bank Rate. The brokers’ rea- 
soning was founded on the currently 
high British bank rate. At 6%, it 
now stands only one per cent below 
its 1957 all-time high (see chart). As 


*Although the id off. 
Callable at 100. e Consols never fall due; 
they are perpetual bonds. 


need never be 


YIELD GAP 


In sharp contrast to the United 
States, where medium- to long- 
term governments were yielding 
@ comparatively modest 2!/2%,- 
314%, yields on most British gov- 
ernment securities ran last month 
to 5!/,°/, or better. Here are some 
examples: 

Recent 
Price* 
45% 
60V2 5.88 
67¥%e 6.00 
Treasury 22% 433/16 5.78 
U.S. 22% 1972 89% 3.56 


“Expressed as a percentage of par (par 100). 


issue 
Consols 242% 
War Loan 342% 
Consols 4% 


Yield 
5.48% 











U.S. moneymen see it, sooner or later 
—and probably no later than this 
winter—the bank rate is certain to be 
cut to stimulate British business. 
which is beginning to display soft 
spots, notably in auto sales. When 
that happens, the Consols and other 
governments will almost certainly rise 
to reflect the new money market con- 
ditions. As one veteran partner of a 
large firm put it, “These are strictly 
money-rate securities.” 

British governments have yet an- 
other attraction for U.S. investors. 
Unlike most British securities, they 
are not subject to the 15% withhold- 
ing tax on dividends to non-residents. 
(Most, however, require the buyer to 
file a form to escape this tax.) 

True, there is one disadvantage to 
the would-be U.S. speculator in Brit- 
ish governments: he cannot buy them 
on margin. Reason: his bank would 
wish to hold the bonds as security— 
and the cost of physical transfer from 
Britain to the U.S. would offset any 
likely profit. 

Sophisticates’ Choice. Despite this 
minor drawback, there was increasing 
evidence last month that more and 
more “smart money” was flowing from 
the U.S. into British governments. 
Not the Consols 2% alone; other issues 
(see table) currently offer even higher 
yields. But the Consols 24% seemed to 
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the current stiff rate, British government bonds could rally. Anti 
move, the bellwhether 22% Consols have already risen from the lows they hit 
after the bank rate was raised to 6%. 
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be getting the lion’s share of attention 
because they are the best-known to 
foreign investors. 

One Manhattan international banker 
put the N.Y. to London flow at “mil- 
lions of dollars, every week.” As 
Derek Grewcock, manager of Carl 
Loeb, Rhoades’ Foreign Department, 
put it: “The money is pursuing both 
high yields and capital gains—and it’s 
very sophisticated money indeed.” 


OIL 


WORDS & DEEDS 


Discount all those pious re- 

ports of cutbacks in refinery 

runs. They have not shown 
up in practice. 


Facep with a glut of their product. 
are US. oil refiners really cutting 
back their output? 

Pious Words. To judge by the news 
headlines, they were. In a well-pub- 
licized report, big Humble Oil an- 
nounced that its August refinery runs 
had been some 42,000 barrels a day 
below the previous year’s. Gulf Oil. 
too, proclaimed itself alarmed by 
“serious conditions of oversupply,” 
said it was cutting back production of 
gasoline. From Cities Service’s Chair- 
man Burl S. Watson, who character- 
ized the buildup in gasoline and other 
refined products inventories as “dis- 
tressing,” came word of a 5% cutback 
in refinery throughput. 

Oilmen were unanimous—and vocal 
—in deploring the current overpro- 
duction. Said Cities Service’s Watson: 
“The excess of product inventories 
could be corrected in a short time if 
the industry as a whole geared its 
refinery runs to demand.” 

Contrary Deeds. Hypocrisy, it is said. 
is the tribute of vice to virtue. If so, 
the oil industry last month was awash 
with this sort of tribute. For whatever 
oilmen piously said, what they were 
doing was a very different thing. In 
fact, U.S. refineries were putting 
through crude as never before. With 
the summer driving season (the big 
demand months) already behind them. 
U.S. refiners as a whole went on to 
break their all-time record for 
throughput in a single week. And in 
so doing. they also set a new record of 
14 continuous weeks in which total 
refinery runs exceeded 8 million 
barrels a day. 

How had the nation’s oilmen gotten 
into this pickle? One explanation 
came last month from John G. Winger, 
vice president of the petroleum de- 
partment of New York’s Chase Man- 
hattan Bank. The big trouble, as 
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Winger saw it, was not the amount of | 


crude refiners were putting through 


their plant, but what they were get- _ 


ting out of it. 

Just after World War II, Winger 
explained, the average refinery yield 
on each barrel of crude put through 
was 43%. By last year it was 51%. 
Thus, from the same amount of crude 
they were getting far more gasoline, 
causing a glut. 

Now what refiners take out of each 
barrel of crude is in part a matter of 
their option. Refiners adjust their 
plants to produce the mix of product 
which is most profitable. Because 
natural gas has taken a big bite out of 
oil’s home heating market, the re- 
finers have boosted their yields of 
gasoline at the expense of heating oils 
and other products. 

Yet, as Winger pointed out, it has 
been the oil industry itself which has 
created the swing to natural gas heat- 
ing, for they themselves produce both 
fuel oil and gas. Winger’s point: in 
blithely treating natural gas as a 
cheap by-product, and charging it with 
less than its share of production costs, 
the oil industry has cut off its nose to 
spite its face. For, said he, of the $200 
the average East Coast householder 
spends to heat his home, about $102 
finds its way back to the producer. 
But of the $282 the gas-user spends, 
only $22 gets back to the men in the 
oilfields, the really fat part of the dif- 
ference going to pipe-lines and dis- 
tributors. 

The Way Out. At this late date, per- 
haps, it is too late to regret the self- 
defeating past tack of the oil industry. 
Natural gas as a fuel, and high gaso- 
line yields, are here to stay. The one 
way out is to do in deed what the 
industry has so long been doing in 
words only: cut back refinery runs. 


OIL SPECIALIST WINGER: 
Myopia 


among the oilmen? | 
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To put it all 
in a jet pod... 


DELTA 
JET LEADER 


SOUTH 





Delta was first with DC-8 or Convair 880 Jets over 
all routes served . . . and today offers up to 3 times 
more jet service than any other airline. Only Delta 
flies all 3 U.S.-built Jetliners . . . 


Convair 880 Douglas DC-8 Boeing 707 


For immediate reservations, see your Travel Agent or call 


== DELTA) 


the air line with the BIG JETS 


NEW 31-DAY “STRIP” CHART 


helps truck owners cut operating costs 


ooo00o000000ceo 


New WAGNER-SANGAMO 


TACHOGRAPH 


graphically records truck operations 
—up to 31 days—on single chart 


This tamper-proof instrument provides a permanent graphic report of every 
run of each Tachograph-equipped truck. Recorded time of operation, dura- 
tion of stops, speeds, and distances traveled give you valuable information 

.. help you plan better routing, control speed, cut wasted time, and reduce 
truck operating costs. For details, mail the coupon. 


owe ee ee eee 
Wanner Electric @rporation 
6382 PLYMOUTH AVE., ST. LOUIS 33, MO., U.S.A. 
Send FREE copy of Bulletin SU-140. 
Nome 





Compony- 
Address 
City & Stote. 


We opercte vehicles. 
A SS SS ER! ams 





FOOD 


GRAND SLAM 


Every time H. J. Heinz Co. 
plays an ace, Campbell Soup 
steps right in and trumps it. 


In THE bridge game that is the soup- 
and-baked-beans business, Camden, 
New Jersey’s Campbell Soup Co.* 
seems to hold all the fiscal trumps in 
its rivalry with H. J. Heinz Co? 
Whether measured in profit margin or 
return on shareholders’ equity, Camp- 
bell takes all the hands. This in spite 
of Heinz’s strong position in the high- 
ly profitable foreign market. 

But for 1959, Heinz seemed to have 
a better run of cards. In July Chair- 
man Henry J. Heinz II announced 
that Heinz had raised sales by 7% (to 
$340 million) and earnings by 10% (to 
$7.08 a share) in its fiscal year ended 
in April. It looked as if Campbell, for 


*Campbell Soup Co. Traded NYSE. pore 
price: Price range (1960) : gt 
fisca 1 a6t ervey $1 indicated 
al ‘ou arnings per share 
960) - $3.71. Total assets: 258 mil- 
fon “Ticker symbol: CPB. 


*H.J Heinz Co. Traded 
105. Price range ( 1960) : hi 
Dividend (fiscal, 1959) : 

-Barnin 


NYSE. Recent price 
h, 10044, low, 78. 
. Indicated fiscal 
Der — (fiscal 
: $237.7 raillion. 
Ticker symbol: 





PERPETUAL SECOND 


No matter how hard it tries, H. J. 
Heinz can’t seem to catch up with 


rival Campbell Soup in profitability. 



































once, would have trouble topping 
Heinz for sheer improvement. “We 
have a feeling,” said Heinz, “that 
Heinz is going somewhere.” 

But Heinz’s triumph was not to be. 
With the finesse of a master, Camp- 
bell’s President William B. Murphy 
calmly trumped Heinz’s ace last 
month. On a mere 4% increase in 
sales (to $5 16 million), he announced, 
Campbell had boosted its earnings by 
a handsome 16%, to nearly $40 million 
for its fiscal year ended in July. And 
with a 7.7c net return on each $1 of 
sales and 13.3% return on net worth, 
Campbell was staying many tricks 
ahead of Heinz’s 3.6c and 9.1%. 

Heinz, however, was still hopefully 
in the game last month. Making no 
secret of the fact that its U.S. profits 
are far behind Campbell’s, Heinz’s 
President Frank Armour Jr. played a 
fresh card. “We don’t release figures 
on this,” said he wistfully, “but our 
domestic profit margins were signifi- 
cantly improved this year.” 


RETAILING 


THE ALBATROSS 


Those six money-losing out- 

lets, Allied Stores’ perpetual 

albatross, are especially bur- 
densome this year. 


For years now Allied Stores Corp.* 
(among its top outlets: Jordan Marsh 
of Boston, Stern’s of New York City, 
Bon Marché of Seattle) has been 
plagued by more than its share of 
unprofitable downtown stores. Even 
in Manhattan, shopping capital of the 
U.S., trade gossip has it that Allied’s 
big Stern’s has been a money-loser. 
As President Theodore Schlesinger 
ruefully told stockholders last June: 
“We only had three such stores in 
1951, built up to seven two years ago, 
then dropped to six last year.” 

To be sure, Allied last year pared 
the losses on its in-the-red outlets to 
$3.6 million, a welcome drop from 
1958’s $4.7-million drain on Allied’s 
operating income. Even so, the loss 
amounted to some 70 cents a share 
after taxes and tied up a good share 
of Allied’s capital. 

Just how precarious these losses 
have rendered Allied’s whole position 
did not, however, become fully ap- 
parent until this year. In 1960's first 
half, earnings slipped from a slender 
enough 43c a share to a dismal le. A 
slight decline in sales had all but 
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rar illion Ticker symbol: 


ALLIED’S SCHLESINGER: 
faced with a tough task 


wiped out Allied’s profits. How much 
longer could Allied support these 
loss-leaders at all? 

Last month Schlesinger admitted 
that they were “management’s num- 
ber one challenge. We're tackling 
this thing head on now,” said he. “It's 
primarily a question of improving 
management, particularly bringing in 
new management—and that’s what 
we're doing now. Also, we're up- 
grading our lines, both apparel and 
home furnishings. Particularly top 
grade women’s fashions—that’s where 
the really big markups are.” 

Schlesinger blamed history for 
much of his trouble. “There was a 
time when big cities could support 
the fourth, fifth, and even sixth stores 
in town,” he argues. “That was be- 
fore suburban development took 
place. Now the first and second 
stores can succeed, but below that 
they’re usually in bad shape.” 

This is not to say that Allied has 
been slow to invade the suburbs. It 
has been building branch stores at a 
high rate over the past years. But its 
past willingness to be second- or 
third-best in downtown locations is 
hurting today. 

Why doesn’t Allied simply sell off 
those half dozen money-losing stores? 
“We have sold off stores,” says 
Schlesinger. “Maybe a dozen were 
disposed of over the years. But we 
feel the problem can’t be solved by 
a snap of the fingers. When you have 
a large store with a long lease, it’s 
easy to talk about disposing of it, but 
not so simple to do it.” 

Thus Schlesinger last month was 
buckling down to the tough task of 
returning his money-losers to profita- 
bility. He was not minimizing the 
difficulties of the job. “With the man- 
agement team we've got now, we'll 
have precious few alibis if we fail,” 
declares he. “Some few of those stores 
may have to go into the liquidation 
phase, but we very much hope to 
recast the majority.” 
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. How much ere we producing? (FRB production index) 
. How meny people are working? (BLS non-agricultural employ- 
il ro” Pr 

. [om ing? (BLS average weekly hours 
. Are people spending or saving? (FRB department store sales) 
. Hew much money is circulating? (FRB bank debits, 14) key 


Factors 4 and 5 are adjusted fer valve of the dollar (1947-49 
== 100), fecters 1, 4 and 5 fer seasonal variation. 
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Aug. Sept. Oct. Nov Dec. Jan. , April May June July 


Aug. 
(prelim) 
157.0 h 157.0 154.0 156.0 165.0 168.0 165.0 167.0 166.0 166.0 165.0 
118.9 119.3 118.9 119.3 120.4 120.9 121.4 1214 121.4 121.0 121.4 
101.5 101.0 101.0 100.0 101.5 101.0 . ¥ 98.7 100.0 100.3 100.0 99.2 
138.0 131.1 132.8 132.5 136.2 133.3 142.0 130.8 133.1 136.6 133.3 
166.7 162.2 164.1 167.1 160.3 165.3 166.4 179.2 173.6 175.0 190.4 
136.4 134.1 1342 135.0 136.7 137.7 138.7 139.7 138.9 139.7 141.9 


sonal income, we’re still a prosperous 
T H FE M A p we E T 6) Uj T 4 0 0 K country). The last time the operating 
rate was this low was at the bottom 
by SIDNEY B. LURIE Of the 1958 recession. But the diver- 
" gence between the steel operating rate 
) ar a and the FRB production index may 
primarily reflect the fact that steel 
No QUESTION about it, the stock mar- year ago, the fact / consumers have adopted a new stand- 
ket’s background is still more enervat- remains that the 7 ard of living. With supplies readily 
ing than exciting. For one thing, the appetite is there » available and prices stable, previous 
easy days of tuning all decisions to an and the credit card buying patterns have changed. Con- 
inflationary wave length are over. available—ifitcan [8 sumption, however, has been well 
Secondly, the transition to a stabler be stimulated to - above production—which is why the 
era is proving to be a little like “pain- action. operating rate should reach the 70% 
less dentistry.” Thirdly, the brightest The question of level in the next few months. 
news is still outside, rather than in, whether this stimulation will be forth- In like vein of thought, the economy 
the United States. Western Europe coming rests on definite evidence sup- as a whole may have started on a new 
is enjoying an amazing boom whereas_ porting this column’s previously ex- standard of living, one where the ex- 
we’re in the Sensible Sixties. pressed belief that: a) The readjust- tremes are avoided, and a relatively 
But, as was noted last month, there’s ment in the steel industry has been high plateau maintained. To express 
at least a negatively reassuring if not completed, and production will trend ita little differently, the FRB produc- 
positively stimulating side to the stock upward over the next two months. _ tion index could be in a broad trading 
market's coin. This in the sense that: b) The economy as a whole enjoys a_ range, in an extended sidewise move- 
1) The immediate business pattern is new standard of living, and a 1961 ment. This would mean many fits and 
characterized more by a lack of zest recession is not necessarily a “must.” starts, but neither a boom nor a bust 
and disappointment than positive de- Sure, except for strike periods, the in the classical sense of the terms. 
terioration and unmistakable reces- steel operating rate has never been as_ After all, there are some unique ele- 
sion. 2) While America’s stock buying low as it has been in recent weeks ments of strength in the situation. 
habits are different than they were a (when, to judge by record high per- Furthermore, the wide publicity 
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HOW TO MAKE 
SHREWD SPECULATIONS | 


in stocks under $5 or $10 


Now you can get revealing reports giving anal 
in little-known stocks. These are stocks of HIGH-GRADE companies that are well 
managed, have good earnings prospects, yet are overlooked by the average investor. 

We specialize in selecting these stocks selling under $5 or $10. A. J. G. of Westport, | 
Conn., writes: “I now take 4 other services, | Be yours is one of the best I have seen 
|for the small investor.” 














sis and opinion on investment bargains 


See for yourself how large profits may be | 
FREE REPORTS ® reaped from a small investment in these 
* low PRICED “hidden-value stocks.” The| 


you receive are impartial. We are not an investment dealer or 
broker, mer no oP nee will call. To receive free SSR Reports for one month, jnet 
mail this ad—or postcard—together with your name and address to: 


SELECTED SECURITIES RESEARCH, INC., DEPT. F-91, SEAFORD, L. |, WN. Y.. 
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WORLD'S HIGHEST EARNINGS 


Gl when you open an insured sav- 
ings account for $1,000 or more. 
This delicious fruitcake is chock-full of 
sun-ripened, sugar-cured fruit and plump, 
flavorful almonds, and comes to you in a 
decorative, re-usable tin cannister. Profit 
twice—in higher earnings, in bonus gifts— 
at World Savings! 
+ Dividends compounded quarterly - Resources now over 
$58 million - Each account insured to $10,000 by the Fed- 
eral Savings and Loan insurance Corporation - Air mail 
postage paid both ways - Accounts opened by the 10th earn 
from the 1st - Main office: Lynwood, California. 


Air mail funds to: Wilshire Office of 
AND LOAN 


WORLD SAVINGS issccittion 


1926 Wilshire Bivd., Los Angeles 57-J, California 


A two-pound California fruitcake 
will be sent to you as a free gift 


FREE BOOKLET! ‘Why Investors Look to California” 





SQUAD EE PUL LL LU 


21 Stocks Rated “Buy” 


These supervised issues, both Investment and Speculative, chosen out of our weekly list of 
500 stocks appear ripe tor market appreciation in the months ahead. 


Automation: What's ahead? We recommend 4 leaders in this fast moving industry that i 
related to both defense and genera! business activity. . md - 


C) Seience: A volatile, but exciting issue for those willing to assume some speculative risk 


Bus. Machines: Recent developments indicate that this Jatustry group should continue its fast 
pace. 2 particular issues are candidates for investment 


C] Radio-TV: A highly favorable 7 group with 1 issue showing potential promise of leading 
the on 4 for future growth and profi 


ACT NOW: t Serveye of these 8 stocks and 13 others comprise the latest Investors Research 

a eee now offered to new « subscribers. By investing just_$1 today, you will receive this 
rt and the full 6 eI. R. reports for the next 5 weeks—PLUS our special bonus bulletin 
Positive Investment Program.’’ Don’t delay—mail the coupon today. 


INVESTORS RESEARCH” 


Com any (Dept. F-97) Please airmail report on “21 Stocks 
922 na Street to Buy,” a 5 week trial subscription 
Santa Barbara, Calif. and bonus bulletin. Enclosed is $1. 
Name 
Address 
* Serving Investors in SO States and 20 Foreign nations. 
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being given to today’s debits obscures 


| one significant fact: talk about a 1961 
| recession overlooks the fact that we’ve 


been in a readjustment period since 


| last winter. Equally important, there 
| do not appear to be immediately 
| pressing maladjustments which re- 
_ quire major correction. Thus, 


the 
business tide could turn—not to a new 
boom, but to a winter upturn of satis- 
factory proportions—if the following 


| assumptions bear fruit: a) Our de- 


fense spending—and state and local 
spending—increase. b) Residential 
and road building is stimulated by our 
easier money policies. c) The new 
compact cars capture public fancy. d) 
The new industries of discovery, of 
change, continue to 
provide a behind-the-scenes impetus. 

This is the hope—the big “if’—not 
the promise. But no one, not even 
Westinghouse, can be “sure.” It’s one 
of the reasons, however, why the elec- 
tion year pattern of a net advance be- 
tween Labor Day and Election Day 
may repeat itself. Furthermore, a good 


| deal of fat has been trimmed from the 


corporate bone, and fourth-quarter 
margins may make surprisingly 
pleasant reading. All this does not 
spell out a new bull market, but it 
could provide a background which 
permits another phase of better mar- 
ket feeling. 

As Forbes goes to press, the Dow 
industrial average is breaking through 
the widely discussed 600 level. This 
does not, however, change the hope 
expressed in previous paragraphs. For 
one thing, all market moves end at 
either a new high or a new low, which 
means resistance levels are a little 
like the Maginot Line of World War 
II. Secondly, the popular averages 
are a little like a 30-inch yardstick. 
The individual price erosion has been 
so enormous that an oversold condi- 
tion which would permit an impressive 
rally probably isn’t too far distant. 
This would be in keeping with the 
basic philosophy outlined in many 
past columns to the effect that while 
the big bull market as such is over 
there can still be individual bull 
markets. 

As this column has often empha- 
sized, there are new facts of life in the 
stock market. For example, this is 
still a period where it’s wise to con- 
centrate interest in the stocks with a 
story, in the companies that are com- 
fortable to own, rather than the stock 
market. In a_ neither-boom-nor- 
bust economy, it takes something spe- 
cial to capture attention and that 
“something special” is most likely to 
be found in companies which: 1) have 
the promise of special growth in the 
years ahead, 2) are emerging from 

(CONTINUED ON PAGE 52) 
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STOCKS YOU 
CAN COUNT ON 


—in good markets and bad 


“Dependable” is the word for the Utility Companies— 
not only for the services they render but also for the 
stocks they issue. 

As a group, the Electric Utility Stocks have, for the 
past decade, actually shown better growth of earnings 
and dividends than have the great majority of industria] 
stocks. And during the months when prices of most in- 
dustrial stocks were declining sharply, utility stocks held 
virtually unchanged. Many individual issues even ad- 
vanced in price during this generally declining market. 
What may come as an even ter surprise to investors, 
however, is the fact that the Utility Stock group has 
actually outperformed the majority of industrial stocks 
over the past three years! 

Utility Stocks, moreover, have a composite quality 
grade of A and for interim price stability have been un- 
surpassed. Now the Utility Group is expected to outper- 
form the whole market in the year ahead. 

But not all issues, even in this generally desirable 
group, are equally suitable for every investor. Value 
Line’s newest Reports on the Utility Companies will 
guide you to the most promising opportunities currently 
Swaliebie. While virtually all of these issues are likely to 
give a better-than-average market performance in the 
next 12 months, 4 also offer the very highest (A+ ) 
quality; an even dozen are ex to provide income 
returns of better than 5%; 19 pay dividends that are 
partly tax-exempt; and 7 boast 3- to 5-year Appreciation 
Potentialities as wide as those afforded by the average 
industrial stock (and a good deal better-assured!). 


COMPLIMENTARY 


If zon accept the Guest offer below, you will receive compli- 
men pies of Value Line’s Reports on 78 Light and Power 
and 4 Telephone Companies, among them the following: 
American Tel & Tel Union Electric 
General Public Utilities 
General yom ~ ag} ‘ 

‘ord ight 
ye tee yn Gas and Electric pss a Light & Power 
outhern Company 
American Electric Power Florida Power & se 
Cincinnati Gas & Electric 
p= pane mew gon Edison 


Cc ctric 

Consolidated Electric 

Rochester Gas & Electric 

Ohio Edison 

Pennsylvania Power & Light 

Potomac Electric 

Western Union Telegraph est 


Electric 
Niagara Mohawk Power 


Under this offer, you will also receive—by return mail and 
Opportu 


without charge—“Investment nities in the New Space 
Age,” a long-range survey of ign e for the Aircraft & Mis- 
sile, Electronics and Chemical Industries .. . plus the latest 
Value Line a of Advices on 1000 Major Stocks and 50 
Special Situations th Value Line's objective measurements of 
Probable Market Performance in the Next 12 Months, Quality, 
Yield and Appreciation Potentiality over a 3- to 5-year pull. 


All these Reports will be sent to you without charge in con- 
junction with Value Line’s Guest Subscription offer which for 
only $5 (less than half the regular rates) ings ou the next 4 
weeks of complete service, includi the following timely 
analyses, projections and recommendations: 


* (1) 4 “ESPECIALLY RECOMMENDED STOCK-OF-THE- 
WEEK” REPORTS (Each one of these stocks has by far 
outperformed the Dow-Jones averages this year.) 


(2) “WHAT THE MUTUAL FUNDS ARE BUYING & SELL- 
ING"—a new Value Line feature in which the net changes 
in the holdings of individual stocks by all the leading 
Funds are noted. 


Graphic Analyses of “WHAT COMPANY OFFICERS AND 
DIR ‘ORS ARE BUYING AND SELLING’’—weekly 


THE BUSINESS PROSPECT—weekly 
STOCK MARKET PROSPECT—weekly 
RECOMMENDED INVESTMENT POLICY weekly 


BEST STOCKS TO BUY OR HOLD NOW for specific in- 
vestment objectives—weekly 


VALUE LINE BUSINESS FORECASTER which shows the 
trend of 7 economic series whose turning points have con- 
a preceded cyclical turns in economic activity 
weekly 


(9) Full-page ratings and reports on each of 
300 additional stocks 


(10) A NEW SPECIAL SITUATION ANALYSIS 
(11) SPECIAL SITUATIONS FOR HOLDING NOW—weekly 


(12) ALL SPECIAL SITUATIONS SOLD—scores of which had 
doubled and trebled. (For 20 years, the Value Line Survey 
has been see ay one § jal Situation every 
month, regardless of the trend of the general market. The 
cqnambennve record will be submitted to you under this 
offer.) 


THE SUPERVISED ACCOUNT REPORT, which gives ad- 
vance notice of all changes to be executed in the future in 
a real eee ae sed as a “model” account for the 
average investor. Also gives complete record of 20-year 
results to date. 


WEEKLY SUPPLEMENTS and 


4 WEEKLY SUMMARY-INDEXES including the very lat- 
est Ranks and Ratings on all 1000 Stocks and more than 50 
Special Situations under constant year-round watch 





ALSO FREE with this offer: Arnold Bernhard’s new book 
(regular $3.95 clothbound edition )— 


“THE EVALUATION OF COMMON STOCKS” 
In this lucid book the research director of the Value Line 
ete | explains the principles behind Value Line’s methods 
... why stocks are not always worth what they sell for 
how they are sometimes carried too high, sometimes too low 
by mass excitement ... how to project the normal value of 
stocks into the future. 











(In contrast to this $5 offer, the regular rate is $144 annually) 
To take advantage of this Special Offer, 
fill out and mail coupon below 
Name 


Address 


City. ‘ State 
Send $5 to Dept. FB-162 


THE VALUE LINE 


INVESTMENT SURVEY 


Published by ARNOLD BERNHARD & CO., Inc 
The Value Line Survey Building 
5 East 44th Street, New York 17, N. Y 
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INVESTORS! 


I 
| 
An Unusual : 
and Valuable | 
Opportunity | 
| 

| 

| 


FREE! 


| To acquaint investors with the 

| Babson System of investment 

| management, Babson’s will send | 
j you free copies of Special Stock 
| Reports. These 4 valuable reports 
| represent the current opinions 
| of our Research Staff and should | 


prove of great interest to all 1 | 


investors. 


| 
Outlook for Douglas Aircraft | 


. Analysis of Tenn. Gas Trans- 
mission 


Report on Phillips Pet. 
yg” ay in Bonds 
(Tax Exempt & Utility! 
{ In addition we will send you our 
| Current buy, hold, or sell advices 
| on five of the stocks listed below. 
; Simply check the five in which 
; you are interested. We will send 
you condensed research reports 


showing the advice currently be- 
| ing given Babson clients. 


. ¥. Central 
Nat. Cash Reg. Co. 
Ais Chali meric 

lis Imers American Airlines 


on’t delay—Mail this Ad today 


BABSON’S REPORTS INC. 
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CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


Diviwenp No. 51 


Tux BOARD OF DIRECTORS 
has this day declared a regular 
quarterly dividend of Fifty-Five 
Cents (55¢) per share on the cap- 
ital stock of the Company, pay- 
able November 15, 1960 tostock- 
holders of record at the close of 
business October 17, 1960. 


JoHN MILLER, Secretary 
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A COMPANY Dept. F-l0 
14435 Cohesset St. Ven Moye, Colif. 
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| litical factors, 


| ment” about this 1960 election. 
| see it: 





MARKET COMMENT 


by L. O. HOOPER 


Waiting For A New Trend 


Tuts 1s a “waiting” stock market, 
quite regardless of whether it goes 
up or down over the near term. It is 
waiting for a more definite indication 
concerning the trend in business; it 
is waiting for a conviction about the 
foreign situation; it is waiting to see 
what cheap money does for the econ- 
omy; it is waiting to see how much 


| | the liquidation over speculation in 
| glamour issues will hurt conventional 


stocks. 
If you throw the averages away, 
ignore what has happened in this 


| great vogue in the science stocks, 
| and segregate the consumption in- 
| dustry and utility industry issues, 
| you will discover that what is left of 
| the market has been in a bear trend 
| most of the time since early in 1959. 


The idea that a bear market is just 
beginning, then, is exploded; this 
bear market has been going on long 


| enough to make one suspect it is 


senile. Such technical indications as 
the odd-lot index, the breadth index, 
and resistance to lower prices on de- 
clines, lately have been giving defi- 


| nite, if feeble, suggestions that a turn 


is not too far away. 
Psychologically, however, it is diffi- 
cult to conceive of a clear-cut turn- 


| about in the trend in stock prices 


until the public begins to have con- 
viction about at least some of the 


| factors mentioned in the first para- 


graph—or to gather conviction (one 
way or the other) from some new and 
unexpected development. That’s why 
the market seems likely to blow hot 


| and cold, without getting too far 
| either way, for another month or two 
| or three. 


This column seldom refers to po- 
partly because the 
writer thinks that economics influ- 


| ence politics more than politics in- 


fluence economics. Furthermore, 
most investors have prejudices and 


| passions which prevent sober elec- 


tion judgments anyway. 
But I want to give a “sober judg- 
As I 


1) Both Nixon and Kennedy are 


| to the left of Ike. 


2) Regardless of whether Nixon 
or Kennedy is elected, the Congress 
still will be controlled by the same 
loosely knit bloc of conservative 
northern Republicans and conserva- 
tive southern Democrats. 

3) While the Nixon-Kennedy re- 
sult may not be at all “close,” there 
won't be any clear indication of who 
has won till the votes begin to be 


counted. Remem- 

ber that there are 

more independents 

and swing voters 

in America than 

there are de- 

pendable __parti- 

sans; and remem- 

ber that the “issues” this year are 
more those of passion, prejudice and 
notion (utterly unpredictable) than 
those of reasonable debate on a 
definite clash of opinion. 

So don’t think the market is going 
to get the election out of its hair till 
the votes are counted. If it has a 
flurry on the election, it probably will 
occur after the election, not before— 
and it probably will be “only a 
flurry.” 

Usually, anonymous letters are ig- 
nored. But here’s one that deserves 
a reply because it relates to a matter 
which has many traders unnecessar- 
ily puzzled. The letter asks: “How 
are the shorts going to cover Stude- 
baker-Packard, and when? Do you 
really think it will be possible to 
cover this large short interest in the 
stock without the issue going through 
the roof?” 

Recently the short interest in 
Studebaker-Packard was around 
642,000 shares or almost 10% of the 
6,894,000 shares issued. Most of this 
short interest, however, is an arbi- 
trage short interest against the con- 
vertible preferred stock, and not a 
“bearish trader’s” short interest. 
Studebaker-Packard has 165,000 
shares of $5 convertible preferred 
stock issued which is convertible into 
5,500,000 shares of common on and 
after January 1, 1961. Much of the 
short selling in the common has been 
with the intention of eventually de- 
livering common stock to be received 
from the conversion of the preferred. 
Likewise the when-issued trading in 
Studebaker-Packard has been against 
the conversion of preferred into 
common. Whatever good you may 
say about Studebaker-Packard has to 
be judged in relation to this prospec- 
tive increase in the company’s com- 
mon capitalization. Certainly you 
can’t say there is likely to be any 
shortage of shares to cover this short 
position. 

So long as the trend in stock prices 
is indefinite, and so long as people 
are concerned about a_ lackluster 
business situation, the gold shares 
are likely to do well. Furthermore, 
the recent outflow of gold from the 
United States has alarmed some 
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people, and the political and social 
situation in South Africa poses an 
indefinite threat to the supply of the 
precious metal. The probability of 
any increase in the U.S. Mint price 
of gold over the next few years is not 
very great, but you can’t write off an 
increase in the price of gold as a long- 
range possibility. But for the politi- 
eal and social situation in South 
Africa, the Kaffirs would be the 
cheapest stocks in the world—but 
they probably are not. Representa- 
tive gold stocks are Homestake Min- 
ing, Dome Mines, Campbell Red Lake 
Mines, Giant Yellowknife Mines and | 
Consolidated Discovery Yellowknife. | 

This is the time of year that it 
usually pays to own some packing- 
house issues. I like Armour & Co. 
(31) because of its high leverage. | 
Swift (42%) is the quality issue =e 
the group. 

The margin of error in making 
trading suggestions here is likely to 
be high, so I am making only gingerly 
mention of individual issues. Given 
a chance by the behavior of the gen- 
eral list, I would expect such issues 
as Brunswick Corp., Garrett Corp., | 
Zenith Radio, Fruehauf Trailer, Ana- | 
conda, United Aircraft, Phillips Pe- 
troleum, American Motors, Martin 
Co., International Telephone, Pitts- 
burgh Plate Glass, Ranco Inc. and 
Korvette to do better than the 
market. 

An _ off-the-beaten-track stock | 
which appeals to me is Wurlitzer Co. | 
which has been selling around 17 
over-the-counter. This company now 
is only about 20% in jukeboxes; 
pianos and organs constitute the bulk 
of the business, with defense and 
other items increasingly important. 
The company’s new Side Man, a de- 
vice to improve one’s piano and organ 
playing, is getting an excellent recep- 
tion. This company’s management is 
getting more aggressive, and it may 
be to the best interest of stockholders | 
if none of several merger negotia- | 
tions develop into anything tangible. 
Wurlitzer’s current earnings are im- | 
proving after a summer slump. If | ® 
you look at the sales and earnings 
record, you will find it rather flat in | 
recent years; but I’m expecting the 
future to be lots better than the past. | 

The boom obviously has been out 
of the stock market for months, in 
spite of the boom behavior of a 
considerable number of specialties 
(mostly small companies) in the in- 
terim. Right now there is not much 
prospect for a new boom; but condi- 
tions can be bearable even without 
one. For many newer common stock 
investors, who have never known 
anything but super-pleasantness, the 











lack of boom is not easy to take. 
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any investor. 


yields. 





Guide for Investors — by merrie LYNCH 


We publish it once every quarter—a comprehensive survey filled with 
enough fact and information to make worthwhile reading for almost 


It begins with a thorough-going run-down on the current investment 
situation—ranks two dozen different industries in terms of how attrac- 
tive they appear as compared with the general market outlook. 

Then it takes a 1500-word look at the business situation as a whole— 
focuses in turn on each of the major economic barometers like consumer 
spending, government outlays, or capital expenditures, that seem to call 
for special consideration in planning your investments. 

Finally, there’s a full page of special selections 
—fifty or more hand-picked stocks, classified by 
investment type, together with the latest figures 
available on earnings and dividends, prices and 


For a clear-cut picture of just where American 
business stands and where it seems to be going... 

For an objective analysis of how leading in- 
dustries, companies, and stocks might fare— 
ask for the current issue of our “Guide for 
There’s no charge for your copy, of 
course. Just call, or write— 


Investors.” 


Merril Lynch, Pierce, Fenner & Smith Inc. 
Members New York Stock Exchange and all other Principal Exchanges 
70 PINE STREET, NEW YORK 5, N. Y. 
131 offices bere and abroad 


Department SD-29 











How $5 for Barron’s Put a 


FINANCIAL 
CUSHION 
UNDER ME 


By a Barron’s subscriber 


NATION'S 
LARGEST 


Like many sy men, I was a hit-or-miss | 
iy missed. 


investor—who too 
saw a Barron’s ad in 
sense. So I sent in my $5 


One day I 
oe pose per, and it made 
r a trial subscrip- 


I remember the first issue I got, because it 


| tion. 


| changed Say thinking about a stock I was 


going uy. 
since. then, every issue of Barron's has 
given me information on industries and on a 
number of companies. Barron's tells me how 
they are doing and where they are going—the 
kind of information I’ve got to have to pick 
good investments instead of lemons. 
That's how Barron's has helped me increase 


my capital. In six and a half years, I've puta | 
total of $11,000 into securities. That's about | 


$1700 each year. The way I've invested it, and 
reinvested my dividends, it has grown to a bit 
over $28,000—with the help I got from Bar- 
ron’s. 


No other business or investment pubiication is | 


like apm s. It is ——? for the man who makes 


up his 


use of 
serving you 

Barron’s subscript rice is $15 a year, but 
you can try it for re ha s for only $5. This trial 
su 


Everything you Ave | to know to help you handle 
business and investment affairs with greater 
and foresight .. . the investment 

implications of current political and economic 
events . perspective you must have to an- 
ticipate ¢ trends tnd grasp profitable investment 


Jones’ vast, specialized information in 


tor at bow ben tant Barron’s can be 
Moe ull welts ahead. Try it for 17 


weeks 
today with mer x *- for ‘ss: or tell us to bill 
8 Mose, Address; Barron's, 392 Newbury St.. ieee 


ut his own money. It is the | 
only weskty affiliated with Dow Jones, and has full | 


Al 
‘pays you AY * on savings 


© 4%% current annual rate, dividends paid quar- 


terly © World for the savings of 

150,000 individuals, corporations and trusts in 50 

states, 63 foreign countries © Same, sound man- 
| agement policies since 1925 © $34,000,900 reserves 
© Resources over $%-billion © Accounts insured 
by F.S.L.LC. © Funds received by 10th of month, 
earn from ist © We pay postage both wnys 


CALIFORNIA FEDERAL SAVINGS 


WORLD HEADQUARTERS FOR SAVINGS 
_— “The California end 
and and 


money in the Golden State! 


Box 54087, Terminal Annex, Los Angelés 54, Calif 





or 


I 


Please send “The California Story 
and Cal Pea MAIL-savEr- (0 


Name 


City 
Funds enclosed in amount of $ 


Addres: 
Zone 
oO 
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WHY ARE THEY ALL 
READING THE WALL 
STREET JOURNAL? 
| sent $7 and found the answer 
By a Subscriber 


I kept seeing The Wall Street Journal 
everywhere — on trains, on planes, in 
offices, in clubs. Seemed like I ought to 
have a copy too. 

I sent $7 for a trial subscription. I was 
glad I did. I found some of the brightest, 
most interesting articles I ever read. 

The Journal gave me ideas on what to 
do to keep my taxes down — ideas for 
earning more money—warnings on trends 
that affect my income — ways to protect 
my interests or seize a profit. Now I’m a 
regular subscriber. I’m living better, and 
my income is up about 20%. 

This story is typical. The Journal is 
a wonderful aid to men making $7,500 
to $25,000 a year. To assure speedy de- 
livery to you anywhere in the U.S., The 
Journal is printed daily in seven cities 
from coast to coast. 

The Wall Street Journal has the largest 
staff of writers on business and finance. 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Su 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4, N.Y. FM 10-1 














Payable September 30, 1960 
Record Date September 13, 1960 


66 Broadway, New York 6, N. Y. 











NATIONAL 
INVESTORS 


CORPORATION 
A Growth Stock Mutual Fund 


——~ =. 


Payable September 30, 1960 
Record Date September 14, 1960 


65 Broadway, New York 6, N. ¥. 





For some time the stock market has 
been hungering for good news. A 
meager diet consisting largely of hopes 
and projections is no longer sufficient 
to sustain it. It will need more solid 
nourishment if its flagging spirits are 
to revive. 

Business news is not bad per se, but 
it lacks oomph. The trend of indus- 
trial production, for example, has been 
completely flat all year after reaching 
a historic peak last January, and there 
is no sign of a significant upturn in the 
months ahead. It is not even sure that 
the usual fall pick-up will be of nor- 
mal seasonal proportions. 

A highly competitive economy like 
ours, which has the capacity to pro- 
duce just about everything in far 
larger quantities than can be ab- 
sorbed, needs an expanding market to 
maintain, if not to increase, its profit- 
ability. Obviously this has not been 
the case this year, and the majority of 
corporations which are exposed to 
keen competition are reporting de- 
clining profits in face of a generally 
high volume of production and sales. 
Without a better profit trend, how- 
ever, the stock market is not likely to 
stage a broad recovery. 

We have had a rising stock market 
trend for so long that it had come to 
be taken for granted. The fact that in 
the long run there must be a sensible 
relationship between stock prices’ and 
corporate profits either had been ig- 
nored altogether or has been subordi- 
nated to other considerations which 
were not always realistic. In the past 
decade stock prices have risen about 
four times faster than earnings. How 
long, it must be asked, could this con- 
tinue? After all, common stocks are 
not mere chips whose price is un- 
related to inherent values. 

High price/earnings ratios are by 
| no means objectionable provided they 
| are supported by tangible evidence of 
| strongly rising earnings trends which 
| can be sustained for an extensive pe- 
| riod of time. For example, if a com- 
pany can maintain a cumulative earn- 
ings growth, on a per share basis, of 
20% annually, meaning that profits 
will triple in about six years, such 
stock would be distinctly attractive at 
40 times this year’s earnings. The rub 
is, however, that such companies are a 
rarity. All too often such optimistic 
earnings projections are based on the 
past record of very young and very 
small companies which start out with 
minuscule sales and profits. With any 
degree of success they will multiply 
in size. Yet, very few can keep this 








STOCK ANALYSIS 


Too Late To Sell, Too Early To Buy 


by HEINZ H. BIEL 


up after having 
attained a certain 
magnitude, just as 
a child’s rate of 
growth slows 
down inevitably 
after it has out- 
grown the baby 
stage. 

Better understanding of these basic 
facts of financial life has led in recent 
weeks to a more sober attitude to- 
wards science, electronic and other 
popular growth stocks which had been 
the wunderkinder of the market ear- 
lier this year. Such comparatively 
prominent issues as Ampex Corp.., 
Automatic Canteen Co. of America, 
Collins Radio, General Time, Nafi 
Corp., Schering Corp., Thiokol. Chem- 
ical, Transitron Electronic Corp. and 
Varian Associates have declined as 
much as 30% and more from their 
recent highs. Since none of these 
stocks are included in the Dow-Jones 
average, this overdue correction of 
the glamour stocks has not been ap- 
parent to the casual observer. 

The 600 level of the D-J industrial 
average finally yielded after having 
been subjected to several onslaughts 
earlier this year. As was to be ex- 
pected, the breakthrough had a strong 
psychological impact and touched off 
a large number of stop-loss orders. 
But this so-called resistance level 
actually had become an empty symbol, 
having lost its meaning as a result of 
distortion by the comparative strength 
of defensive-type stocks like Ameri- 
can Telephone, American Tobacco, 
Eastman Kodak, General Foods, Proc- 
ter & Gamble, Sears, Roebuck and 
Woolworth. 

Most standard industrial equities, 
the oils, steels, non-ferrous metals, 
automobile, rubber, machinery, paper 
and building stocks, have already de- 
clined to what seemed to me closer 
to a 500 level. This impression is con- 
firmed by the D-J railroad average, 
which is not distorted by the inclusion 
of defensive-type stocks, is now at 
the lowest level since August 1958 
when the D-J industrials were around 
500. 

The market may still have to 
weather more bad news, particularly 
the shock of dividend cuts, especially 
among the steels, unless operations 
improve appreciably in the final quar- 
ter, but much adversity has been 
fairly well discounted by now. Many 
stocks in the less popular industries 
have receded to levels where the 
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downside risk is no longer sufficiently | 
serious to justify large-scale liquida- | 
tion of established investment posi- | 
tions. Unless we are confronted with | 
the danger of a severe recession, which 
at present does not appear probable, 
most of the leading industrials, which 
are already depressed, may be within 
10% -of a price level where they ap- 
pear attractive for long-range invest- 
ment buying. For example: du Pont 
near 170, GM at 38, Royal Dutch at 
29, Bethlehem below 37, Alcoa 55 and 
so forth. 

I don’t expect the election to be 
much of an immediate market factor. | 
I have heard no convincing argument 
that the election of either candidate 
would be especially bullish or bearish, 
and if there are definite opinions on 
the subject, such opinions are usually 
based on purely partisan considera- 
tions. 
However, there is likely to be a 
great deal of tax selling, or rather tax 
switching. Investors with diversified 
portfolios have big gains in some 
stocks and substantial losses in others. 
In many instances it will be advan- 
tageous to realize profits and to offset 
them by corresponding losses. Con- 
trary to the general belief, I do not 
think that tax selling will primarily 
depress the stocks which are already 
down; it is more likely that some of 
the overvalued stocks, which no one 
“can afford to sell,” will bear the 
brunt. 

Many investors are too impatient. 
They forget that significant changes 
are not a matter of days or even | 
weeks, but of many months. Having 
uninvested funds, leaving money | 
“idle,” goes against their grain. They | 
are so afraid of missing the boat that 
they are liable to be sucked back into 
the market by any rally, such as we 
had in June and again in August. 
Such vacillations are bound to be un- 
profitable. 

We are now at the stage where it 
is a little too late to sell and too early 
to buy. Institutional investors, who 
are, and can afford to be, less emo- 
tional and jittery than the individual, 
have been buying utilities with Amer- | 
ican Telephone heading the list of their 
selections. Even though these stocks 
are anything but cheap, this was not a | 
bad policy to follow for those in- 
vestors who felt uncomfortable being 
“underinvested.” 

However, even these strongly de- 
fensive-type equities are not immune. 
As the more volatile stocks recede to 
lower levels, investors will gradually 
reverse their policies and shift from 
fully-priced defensive stocks with 
only a limited appreciation potential 
to stocks which have suffered severe 
declines and hold greater promise of 
substantial capital gain. 
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Any Real Bargains Left 


in Electronic Stocks? 
3 PICKED FOR SPECTACULAR 1960 PROFITS 


Ask any successful trader how to make larger profits in electronic stocks and he is 
likely to tell you that the ability to detect overlooked situations is the first big step. 
The next is to take advantage of these opportunities promptly. 


In the face of the spectacular rise already recorded by electronic stocks, are there 
any of these overlooked bargains left? And if so, how can they be spotted? 


How To Spot Overlooked Stocks With Large Profit Potentials 


In the opinion of the editors of the Science & Electronics Investment Letter, there are still 
a number of overlooked electronic stocks that promise large 1960 gains. They are to be 
found among a select group of companies which have recently transformed their research 
activities into exciting and important new products. These products, says one science 
editor, may catapult some of these companies into a position of profit leadership before 
most investors even know they exist. 


For investors who have been watching—but not sharing in—the large gains that have been 
racked up in selected electronic issues, the editors of this Letter have prepared a unique 
special Report. It is about “3 Electronic Stock Bargains.” They appear to pack the same 
kind of “profit punch” that enabled *Baird Atomic to advance 339% in 106 days shortly 
after it had developed a new electronics reading device; that helped *“Cubic Corp. rise 
282% in ten months after its precision tracking system “took hold” and that lifted * Barnes 
191% in less than 8 months as a result of important advances in missile development 


*in 1959 the Editors of the Science & Electronics Investment Letter recommended 
@ total of 31 stocks. 10 of these have advanced more than 100%. The average gain 
for all these stocks following recommendation has been 84%. No examples have 
been cited in this advertisement which do not reflect all actual recommendations. 


$ SPECIAL OFFER: To introduce you to the exciting profit opportunities to be found 
“overlooked” electronic stocks, we will send you this timely new Special 
Report on 3 of these Situations for only $1. You will also receive 


COMPLETE NEW EVALUATIONS OF LEADING ELECTRONIC STOCKS 
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This latest tabulation gives capsule descriptions, sales, earnings, dividends, profit margins, 
capitalization and price ranges of 168 Leading Electronic Stocks...with specific recom- 
mendations on certain issues. Mail $1 with coupon below for copies of both Reports and 
2 current issues of the bi-weekly Science & Electronics Investment Letter. 


SCIENCE « ELECTRONICS 
INVESTMENT LETTER 
Babson Park, Mass. Published by Spear & Staff Inc. 


() Check here if you prefer a 3-month trial at 
the special rate of $25. (Regular rate $30.) 
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WE SERVE 
INDIVIDUALS 


Busines 
Many business firms and non-profit 
organizations have funds beyond 
the cash needed for normal opera- 
tions. Many of them are putting 
these reserve funds to profitable 
use by opening a savings account 
at Fidelity Federal Savings. 

Accounts may be opened by 
corporations, partnerships, credit 
unions, churches, charitable organ- 
izations, trustees and other groups. 
One organization may have several 
classifications such as building and 
endowment, pension, welfare 
funds, equipment reserves, etc. In- 
dividual accounts may be opened 
for each classification, each insured 
to $10,000. 

Accounts opened by the 10th 

earn from the Ist 


4: 
2 PER ANNUM 


DIVIDENDS PAID QUARTERLY 
Assets over $175 million 
Reserves over $16 million 


Fipeniry@ 


EST. 
1937 


SAVINGS & LOAN ASSOCIATION 


225 EAST BROADWAY 
Dept. 122 
GLENDALE 5, CALIFORNIA 
Just minutes from the center of Los Angeles 

WRITE FOR COMPLETE INFORMATION 
Please direct inquiries to 
R. M. RIGGLE 
Asst. vice-president / Dept. 122 
Please send information about your 
association and latest statement... 


AID sence 





“Word of Mouth” | 


Most new subscribers come to us that 
- peripatetic toward capital building 


a non- approach toward 

ing better income, avail powell ot of these 
trating weekly advisory letters. 
8 weeks trial, just $2. Clip this ed. Moll today. 


THE BUCK INVESTMENT LETTER 


165 West Prospect Ave. Danville, Calif. 
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: The, Ogest 4 eaten Forecasting Service! 


5 ‘pW. B, GAN Research, Inc 
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Suggested Shopping 


Last MontH I wrote: “I believe that 
in the case of a great many in- 
dividual stocks which have experi- 
enced sharp declines (in some cases 


| to where they were before their 
| rise began), the time has arrived 


when many can be purchased at or 


| around their recent lows, with addi- 
| tional purchases warranted on any 


further moderate decline. This action 
could be taken regardless of the move- 
ment of the averages. ... A program 
of scale-down buying appears to be 
in order at this time.” 

I continue to be of that opinion. 
When a market is gripped with 
fear as this present one has been, it 
is impossible to guess its ultimate low 
point or how long it will take to get 
there. However, I do believe that in 
many cases it is too late to be a seller: 
many good quality issues have now 
reached levels where they represent 
good value, even allowing for a fur- 
ther possible decline in the Dow- 
Jones averages. 

In my last article, I listed 50 good- 
grade stocks which have experienced 
substantial declines. I wish now to 
comment on a few of them which in 
my opinion appear attractive, espe- 
cially for those readers interested in 
long-term appreciation. 

Cities Service reacted to a low of 
39 in June, where it was selling at 
its lowest level since the middle of 
1954. A high of 73 was reached in 
July of 1956. It is now around 44, 


BINVESTMENT. POINTERS 


by J. DONALD GOODWIN 
List 


where the yield is 

5.4% on the indi- 

cated $2.40 annual 

dividend. An ex- 

tra of 2% in stock 

has been declared 

each year since 

1954, and it is be- 

lieved a_ similar 

payment will be made again this year. 
The stock has held in a range between 
46-39 since the first of this year and 
appears to be making a base in this 
area. 

This company is one of the largest 
units in the petroleum industry, en- 
gaging in all phases of the business. 
In addition, “CS” is one of the largest 
producers of natural gas, producing 
about 5% of total U.S. output. In- 
creasing production of natural gas and 
expanding operations in petrochemi- 
cals should contribute importantly to 
future sales and earnings. Sales in 
1960 will probably exceed last year’s 
$994.9 million, while earnings are 
estimated at around $4 per share vs. 
$3.95 last year. Finances are strong, 
with a ratio of current assets to cur- 
rent liabilities of 3.2 to 1. 

Goodrich is the fourth-largest rub- 
ber company. Consisting of 45% 
tires, 20% other rubber items, and 
over 30% in chemicals and plastics, 
sales totaled $771.6 million in 195° 
and are estimated at over $800 mil- 
lion this year. A subsidiary, Goodrich 
Gulf Chemical, Inc., is building a 


MARKET AVERAGES—STANDARD & POOR'S “500” 


WEEKLY RANGE 
HIGH 
CLOSE 
e low 
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plant in Texas to enter the new field 
of Polyolefine plastics. It is expected 
to be completed toward the end of 
1960 and should provide its parents 
with increased sales and earnings in 
future years. Indeed, Goodrich is 
gearing for the period of the 1960s 
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in a big way as current plans call for 
an annual outlay of $50 million for 
the next five years for expansion, both 
in this country and abroad. It is be- | 
lieved many new products and new | 
markets will be developed therefrom. | 
Just over a year ago, the stock sold 
at a high of 103, and has since de- | 
clined to a low of 56, around which | 
price it was recently selling. The | 
company is first class in every way, | 
strong financially, and in my opinion, | 
looks especially attractive around its | 
current price. Should the general 





market decline further, it is possible 

Goodrich might react another few 

points. Nonetheless, it would seem 

to me that purchases in the general | 
area of the middle 50s should prove 

rewarding for the patient investor. | 
Indicated annual dividend, $2.20. 

Great Atlantic & Pacific Tea Co. is 
known to millions of housewives all 
over the U.S. It is the largest retail 
company in the world, operating 
nearly 4,300 food stores in this country 
and Canada. Since 1950, sales have 
risen from $3.2 billion to an estimated 
$5.3 billion in 1960. Earnings and 
dividends have also increased during 
this period and are estimated at $2.60 
per share and $1 plus 3% in stock, 
respectively, for 1960. A general de- 
cline in retail food prices and strikes 
within the industry held back A&P’s 
profits a bit last year. However, these 
factors have been largely corrected, 
and it is believed earnings will resume 
their upward trend this year. 

It has been predicted that ten years 
from now, the nation’s food stores | 
will be doing $90 billion in annual | 
volume vs. $52 billion at the present | 
time. You can be sure, A&P will get 
its share. The stock reached a high 
of 59 in 1958 and has since declined 
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Tri -Caontinental 
Corporation 


A Diversified Closed-End 


Investment Company 


Third Quarter Dividends 
Record Date September 20, 1960 
30 cents a share 


on the COMMON STOCK 
Payable October 1, 1960 


67% cents a share on the 
$2.70 PREFERRED STOCK 
Payable October 1, 1960 


65 Broedway, New York 6, N. Y. 











YOU SHOULD RECEIVE THE WEEKLY MARKET 
SERVICE EXPRESSLY WRITTEN FOR YOU 
Trendex Market Forecasts hes over 20 im- 
portant features including: price tergets for 
leading stocks; 10 active warrants ond 20 
convertible debentures; forecasts for near term 
fast action trading; @ periodic switching 
program for long term investors plus many 
more designed for you IF you will take time 
to read all Trendex says . . . Trendex forecasts 
... father then reports on past happenings 
... Annual subscription is $139... only $10 
for @ trie! subscription of one month, non 
renewable. . . Service sent air mei! so mail 
your request tedey for $10 trial — includes 
4 past weeks reports, plus coming month 
Trendex Research Growp, 4th Fleer, Maverick 

Building, Sen Antonio, Texas, 


DIVIDEND NOTICE 


The Board of Directors has declared 

a regular quarterly dividend of 25¢ 

per share on the common stock of 
this Company, payable 
September 30, 1960, to 
stockholders of record at 
the close of business Sep- 
tember 16, 1960. 


R. L. Toierr, 
President 


Big Spring, Texas 











Should you buy ELECTRONICS NOW? 


‘The answer is Yes! Profitable new situations are still being uncovered—and 
with s sing frequency. Electronics are not just one industry, but a broad 

oup related fields. Some companies are barely entering their period of 
astest growth. Few outsiders know about them yet. 

Every sensible investor realizes that many electronics are overpriced. It takes 
specialized knowledge to uncover bargains today. We think you will like the 
extreme care with which we go about selecting electronics—and other stocks as 
well. Just mail the coupon today. Send no money. 


GEORGE LINDSAY 
SERVICE 


" 550 FIFTH AVENUE, NEW YORK 36, N. Y. 
a Send me your Trading and Investment Letter for the 
FRE F | | next four weeks absolutely free. 
+ | [| Send the four letters by Air Mail. I enclose fifty cents. 
(PLEASE PRINT) 
Read @ letters 


and judge their 


to 32, around which price it recently 
sold. Purchases at this level should 
work out favorably over the longer 
term for readers interested in reason- 
able safety and moderate capital ap- 
preciation. 

Pacific Finance, an old favorite of 
this column, is the fourth-largest in- 
dependent finance company, and is 
recognized as one of the stsongest 
units in its field. Its operations cover 
both sales finance and consumer loans. 
Of retail receivables outstanding, auto- 
mobile paper represents some 54%, 
personal loans 31%, and other re- 
ceivables, 15%. Insurance subsidiaries 
write various forms of risk coverage, 

(CONTINUED ON PAGE 52) 














Forses, ocroser 1, 1960 








Where to get 
MONEY-MAKING 


INVESTMENT IDEAS 
Every Week 


—-in every kind of market 


Worth many times the $20 a year that over 
67,000 subscribers gladly pay are the many 
new money-making and money-saving IN- 


VESTMENT IDEAS they get every week | 


in FINANCIAL WORLD, America’s pio- 
neer investment magazine. It’s packed with 


facts and professional guidance backed by | 


over fifty-seven years of successful experi- 
ence in every kind of market. 


IN ADDITION— 

BUT AT NO ADDITIONAL COST 
SUBSCRIBERS ALSO RECEIVE: 

1], PERSONAL AND CONFIDENTIAL AD- 


VICE on whether to buy, sell or hold | 


any security they inquire about that 
interests them at the particular time (as 
often as once each week). 

_ INDEPENDENT APPRAISALS Supple- 
ment—concise digest of up to 1,800 
listed stocks, including current prices, 
earnings, dividends plus our independ- 
ent ratings—each month. 

, Basic information in FINANCIAL 
WORLD’s new Annual 320-page 
STOCK FACTOGRAPH Manual—which 
surveys 2,000 companies and offers 
55,000 facts about their securities— 
the most concise and complete In- 
vestor’s Manual available. (Available 
separately at $5.) 

IF that sounds like $20 worth of tax- 

deductible expense to you . . . $20 
that will increase your income, improve 
your portfolio and assure investment suc- 
cess . . . just send check or money order 
with your mame and address to Dept. 
FB-101. (26-week trial offer includes all 
the above for $12.00.) 

Absolute money-back guarantee, 

if not satisfied within 30 days. 

FREE—IF YOU ACT NOW 

We will mail you the new 72-page book 
“Your Step-by-Step Guide to Investment 
Success”—34 chapters on the basic prin- 
ciples and procedures of investment suc- 
cess. Not available to non-subscribers at 
any price. 


FINANCIAL WORLD 


Dept. FB-101 
17 Battery Place, New York 4, N. Y. 
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by JOHN W. SCHULZ* 


“Breadth Of The Market’: 


Do-It-Y ourself Version 


IN RECENT years, more and more stock 
market technicians have resorted to 
measuring the market’s breadth in 
order to gauge the dnderlying rela- 
tive strength of price movements as 
reflected by the popular averages. The 
term “market breadth” refers to the 
number of issues rising or falling, and 
the notion behind the various theories 
of market breadth is very simple. 

As you know, the Dow-Jones in- 
dustrial average expresses the com- 
bined values of 30 blue chips listed on 

the New York Stock Exchange. De- 
| spite the many weaknesses that can 

be attributed to so limited a sample, 
the DJI nevertheless continues to re- 
flect quite accurately the temper of 
the market and remains the most 
widely observed indicator of stock 
price trends. But it is a familiar fact 
that a large percentage of NYSE list- 
ings does not always move parallel to 
the DJI, and technicians have found 
that changes in this divergence often 
foreshadow new price trends in the 

DJI. 

As the application of breadth theo- 
ries is growing more popular, and 
since it is always worth knowing what 
other investors react to, I have pre- 
pared for you the chart herewith from 
weekly data that are generally avail- 
able in the financial sections of the 
major metropolitan Sunday papers. 
The final entries on the chart are those 
for Friday, Sept. 16, and after reading 
what follows you will be able to con- 
tinue the chart on your own. Please 
realize, however, that the information 
it conveys needs to be interpreted and 
that all interpretation is potentially 
fallible. I suggest, therefore, that you 
refrain from using the chart as a fore- 
casting medium; it is designed to help 
you analyze the changing character of 
the market without calling for deep 
research and complicated calculations. 

The uppermost line (A) charts the 
Friday closing levels of the Dow- 
Jones industrials since the start of the 
current year. The next Jower line (B) 
is a simple measurement of the mar- 
ket’s breadth and is usually called an 
“Advance-Decline Index,” A/D for 
short. As constructed here, the A/D 

| line reflects the difference between 
| the number of NYSE issues finishing 
| each trading week with plus signs and 
| the number of issues ending with 
minus signs. This difference is ex- 
pressed as a percentage of the total 
number of issues traded on the Big 
Board for the week. If the advances 


outnumber the 

declines, the per- 

cent balance is 

added to the pre- 

vious week’s in- 

dex number; if de- 

clines outnumber 

advances, the per- 

centage figure is deducted. You can 
start an A/D index at any time, sim- 
ply by adding to or subtracting from 
an arbitrarily selected number and 
continuing to add or subtract the 
weekly percentages thereafter; the 
arbitrary starting number should be 
a large one so that a long string of 
subtractions does not throw the series 
into the minus side under zero, al- 
though this would not, of course, 
change the profile of the chart. 

In this form, the A/D line shows 
from week to week whether more 
issues rose or declined, or vice versa, 
and what share this balance was of 
total trading activity. Broadly speak- 
ing, the A/D line tends to run parallel 
with the DJI, even though it does not 
directly reflect any monetary values. 
But as you can see, there are minute 
as well as wider divergencies. Breadth 
theory holds that an improving mar- 
ket tone is indicated if the A/D line 
lags behind a falling DJI or improves 


*Mr. Schulz is a partner in Wolfe & Co.. 
members of the New York Stock Exchange 
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POINT and FIGURE? 


Pent all the current interest in the 

method for profitable 
rae ? When in doubt about by, & mar- 
ket, analysts and investors turn to the 
chartists. Why? Chartists tell what to do! 
e As Bob Randol, Financial Editor of the 
Fort Worth Star-Telegram reports: 


“Chartcraft yon themselves frankly 
on record, whereas some services stay 
enough on the fence at times to pro- 
tect themselves.” 
« To see what we are talking about, why not 
send for one of our introductory trial "ub- 
scriptions and FREE 64-page explanatory 
. You will receive the next six issues of 
whichever service you are interested in 


NYSE Service 
ASE Service 


COMMODITY Service 


* You will also receive by first class mail the 
valuable on ‘The Chortcraft 


Method of Point a Figure? Trading.*’ 


di pn wi ‘bu ond use ‘'stop- 
to,makemonimum gains ond’ pre: 


e Send $10. are codes? for your trial subscription 
and free 64-page book ee which service 
you want. Wriie to DEP" 


CHARTCRAFT, INC. 
(Division of Business Reports) 
1 West Avenue, Lerchmont, N. Y. 


faster than a rising DJI. Conversely, 


| trend in the DJI or runs ahead of a 
decline in the DJI. Obviously, this is 


| line used here is a very primitive tool. 
Many refinements can be applied, but 
they also tend to produce complica- 
tions. 

As the dashed trendlines fitted to 
lines A and B indicate, three signifi- 
cant divergencies have materialized 
since the April lows (at No. 1). First, 
the A/D line refused to follow the 
industrials to a June high (No. 2) 
above the February-April rally tops. 
Although trading volume rose (see 
line D), this brought forth consider- 
able bearishness among breadth tech- 
nicians because the DJI appeared to 
be outrunning the general market. 
Then, at No. 3, the A/D line dropped 
to a new low in July, and this time 
the industrials refused to go along. 
The subsequent uptrend in the A/D 











"Whe Seater ies & B08 tes ats 
a 
marbet—then you should be Tetorested 
in common stock WARRANTS. 

What are warrants? 

How is it that each dollar wisely in- 
vested in warrants during a bull At -4 
ket may bring capital appreciation as 
much as 10003, or more over the same 
dollar invested in common stocks? 

How do some warrants make sensa- 
tional gains; $100 investments in some 
cases appreciating to as much as 
$50,000 in a few years? 

@ How do you avoid the equally great 
losses which may follow unintelligent 
speculation in warrants? 

@ What warrants are outstanding in to- 
day’s market and how should they 
be bought and sold? 

tor the answer to all these mea oe you 

should not miss the most —— aised and 

galy full- tative Mem seedy of oa “THE 
f'COMMON S$ TOCK 

WARRA Sidney Pr 

copy of ‘a bos detailing the full story of 

warrants, and a current list of 110 warrants 
x4, ' oe know about, send $2.00 to 


A . Dept. 
F-164, 220 Fifth Avenve. New 
York 1, N. Y. or send for 
free descriptive folder. 


ied. For your 








line was much more pronounced than 
| the rise in the DJI (No. 4). 


volume, many technicians were en- 


broad upsweep running ahead of the 
| industrials. 
| our chart, the divergence continued 


DJI (at 602) had failed to do so. 


A/D index. One of these is trading 
volume, referred to above, and shown 
by line D in millions of shares per 
week. The other is line C, which 
might be called a “resistance index.” 
It can be calculated very simply from 
| the same data we use in constructing 
the A/D line. 
For a week in which the DJI reg- 
isters a gain, deduct the number of 
advancing issues from the total num- 





The Interim Technical Review 


Thorough appraisals of current & antici » 
stock trends, stressing critical select: 
careful ti efforts. Prai by pro! tessipnal 
& perverts investors & traders as a thoughtful, 
met ical, moderate-cost service (bi- wets 
llustrated with Point & hers. 


y of recent issue + 
pt. Box 91, Wall St. Sta., 
New York City 5, N. Y. 


ber traded during that week. Express 
| issues traded and enter the result on 
DJI closes with a loss, deduct the 


number of declining issues from the 
total traded, calculate the difference 





as a percentage of the total, and plot. 








25% MARGIN! 


For leveraging funds, HIGH-REBOUND con- 
vertible bonds (at 259% margin) are superior to 
common stocks R. 70% margin) & warrants! 
For t tactics & Rebound 
ratings on all major ey convertibles, use 
coupon below to order rl N. Kaiser's latest 
manual af sBigh-2 Roboond Cenvertibie Bends. z 





~ CAPITAL GAINS INSTITUTE, | INC. 
Suite 208, 333 S. Beverly Dr., Beverly Hills, Calif. 
I enclose $3; please send manual “High- 
Rebound Convertible Bonds’ and FREE 2- 
month trial to follow-up service. 





The result is line C. The differences 
for each week will, 
sum of the number of issues moving 
up or down against the DJI trend plus 
the number of issues closing the week 
without any change, i.e., the total 


| of the industrial average. 


resistance index, at about 60% and 
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it holds that the market is deterior- | 
| ating if the A/D index trails an up- | 


an over-simplification, and the A/D | 





Ore 
ormula 


For short term swing 
trading in grains... 
OR active stocks .. . 
(Check which). 


No obligation. Just clip and mail 
with stamped SELF-ADDRESSED 
ENVELOPE. 


Vame 
Address 
City 
LESTER B. ROBINSON 
1204 Russ Building 
Sen Francisco 4, California 








Despite | 
the relatively light advance in trading | 


couraged by this evidence of a rather | 
At the final entries on | 


in the sense that the A/D line (at | 
| 551) held above its low, whereas the | 


I have found it useful to plot at | 


least two additional lines as a check | 
on the breadth implications of the | 


the difference as a percentage of total | 


the chart. For a week in which the | 


in effect, be the | 


| number of issues resisting the trend | 


There appears to be pretty clearly | 
defined upper and lower limits to the | 


CURRENT RATE 
ON INSURED SAVINGS 


Airs 


Earnings paid or compoundad quarterly 
Southern California's oldest, 
one of the nation's largest savings 

loan associations 
a es ee 

In 75 years this trustworthy 

institution has never missed a divi- 
end nor closed its doors on a 
business day. 

Its savings accounts are held by 
investors throughout the United 
States, and are exempt from per- 
sonal property tax in California. 

Each account is insured to 
$10,000 by Federal Savings and 
Loan Insurance Corporation. A 
number of accounts may be ar- 
ranged to provide instirance pro- 
tection for all of them. 

Corporation accounts are ac- 
cepted and insured. 


Funds received by the tenth of 
any month earn from the first of 
that month. 


Assets Over 160 Million Dollars 


Convenient postage-free mail service 
— SEND COUPON FOR FULL INFORMATION — 
P.O. Box F-2592, San Diego 12, California 


Name 
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growth | 
‘fund, ltd. 


Organized in 1956 











THE FUNDS 


Management Companies: 
SAME OLD STORY 


Last MONTH, on September 8 to be 


| exact, Wall Street’s Bache & Co. led a 
| syndicate of 30 underwriters in a pub- 
| lic offering of 270,000 shares of First 
| Investors Corp. F.LC., of course, is 


the sales outfit that specializes in con- 


| tractual plans, built around shares 


A diversified, managed mutual fund .. . 

. . . with the principal objective of possible 

Jong-term capital appreciation . . . 

. .. by investing in securities of corpora- 

tions in Canada and other countries of the 
Free World outside the 
United States. 
For a free prospectus, 
giving important detai 
see your mutual a 
dealer, or mail the cou- 
pon below. 


-ARE’S LID.--7 


l 
! 85 Broad Street, New York 4,N.Y. | 


} Please send me a free prospectus and further ! 
1 information on Canadian International Growth |! 
Fund, Lid. 


| days after the sell-out, 


of Wellington Fund. At $11 per share, 
the F.LC. offering was eagerly snapped 


| up in a matter of days, the price even 


rising to a small premium. But only 
once the 
shares were exposed to the not-too- 
tender mercies of a pure auction mar- 
ket, prices dropped. By September 21, 
F.LC. shares were trading over-the- 
counter at $9.25 bid, a drop of 16%. 

The pattern of F.I.C. was all to fa- 
miliar. In 1958 a crucial U.S. court 


| decision upset the views of the Secu- 


rities and Exchange Commission on 
such things and cleared the way for 
mutual fund management and/or sales 


| companies to “go public.” For a variety 


| of reasons, many did so. Among the 





AMERICAN CANCER SOCIETY 


| reasons: to create estates for owners’ 


heirs; to give incentives through stock 
participation to key employees; or 
simply to acquire capital gains rather 
than ordinary taxable income. 

Prior to the 1958 decision, only six 
such companies had shares publicly 
held: Channing Corp., Distributors 
Group, Investors Diversified Services, 
National Securities & Research Corp., 
North American Investment and 
Townsend Corp. of America. But last 
year seven other management/dis- 
tributors went public. In 1960 thus 
far, four more have joined the parade. 

Considering the market history of 





Date of 


Company Offering 


Keystone Custodian Funds 
Templeton, Domroth 
Television Shores 


7/2/59 
8/10/59 


8/17/59 
8/27/59 
9/30/59 


Hugh W. Long 
Federated Investors 
Weddell & Reed 


Vance, Sanders 
Wellington Management 
ry the. M ‘ 


12/3/59 
1/12/60 





Founders Mutual Depositor 
First Investors Corp. 


5/23/60 
9/8/60 





GONE PUBLIC 


More often thon not, shares of mutual fund monogement and/or 
distribution componies have been offered at prices far higher 
than later investors are willing to poy. Here, in the order 
in which they come out, is what happened to the shores of the 
11 companies which have gone public since 1959 began: 


4/28/59 


, gement 5/10/60 


several of these earlier newcomers, 
First Investors Corp.’s performance 
should have occasioned no surprise. 
As of last month, the shares of four 
of the seven companies that went 
public in 1959 were trading substan- 
tially below their initial offering prices. 
Of the four new issues this year, in- 
cluding F.LC., three were down 
sharply (see table). 

All Too Clear. The cause of this un- 
happy trend was all too clear to ex- 
perts. “The figures speak for them- 
selves,” said one of the underwriters 
of the First Investors Corp. issue last 
month. “Some of the recent offerings 
were badly overpriced in relation to 
earnings.” 

Indeed they were, to judge by sub- 
sequent market action. Vance, Sanders 
& Co., primarily a sales organization 
(Massachusetts Investors Trust, among 
others) came out at 20 times earnings, 
Hugh W. Long & Co. at 35 times earn- 
ings, Television Shares Management 
at 36 times earnings when they were 
offered. “No doubt about it,” says 
Maxwell Ohiman of Laird, Bissell & 
Meeds, a Wall Street firm specializing 
in management company shares, 
“there have been some terrible beat- 
ings taken in these stocks.” 

Yet the high price tags on new issues 
continued. True, F.I.C. was offered at 
less than 11 times 1959 earnings last 
month. But F.I.C. is only a sales or- 
ganization for the Wellington Fund. 
Management companies are much 
more highly priced. When Wellington 
Management Co. (which manages 
Wellington Fund’s $1 billion in assets) 
went public back in January, its 
shares were offered at 20 times earn- 
ings. 

Or consider the strange case of 
Cambridge Financial Corp. Recently, 
nearly 300,000 of its shares were of- 
fered. at $1 per share, even though 
the management company did not as 





Initial 
Offering 
Price 


$ 8.00 
4.50 
25.50 


32.00 
4.75 
23.50 


26.50 
18.00 
11.50 


4.875 
11.00 


% 
Change 
+ 81.2% 
+-127.8 
— 58.8 


53.9 
47.4 
— W7 


Recent 
Price 
$14.50 
10.25 
10.50 


14.75 
7.00 
20.75 


10.50 
14.50 
18.75 


4.125 
9.25 


60.4 
19.4 
63.0 


15.4 
15.9 
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yet have a fund to manage. Yet the 
offering was quickly oversubscribed. 


Sales Strategy: 
DONKEYS & ELEPHANTS 


Not unexpectedly, for an industry 
always on the lookout for topical 
selling points, mutual fund men were 
talking politics last month. The not- 
too-surprising consensus: future U.S. 
economic health (hence, the stock 
market; hence, mutual funds) won’t 
depend too greatly on whether the 
Republicans or the Democrats win. 
Good salesman that he is, John M. 
Templeton of Templeton Damroth 
Corp. had a point to make. “Regard- 
less of who wins,” said he, “there 
probably has never been a period in 
this country that called for greater 
watchfulness and professional com- 
petence in investment guidance.” 


Sales: 
STAR OF THE STABLE 


THE MUTUAL FUND business being what 
it is these days (sales of new shares 
down 7% through the first eight 
months of the year), 1960 was scarcely 
the most plausible time for a mutual 
fund to be heading for a sales record. 
Yet that was the happy prospect Bos- 
ton’s Keystone Custodian group of 
funds had in view last month. 

As September began, sales of new 
shares in President Sidney L. Shol- 
ley’s complex of 11 different funds 
(total assets: $551.4 million) reached 
$82.7 million for the year, up a sur- 
prising 22%. Moreover, Sholley was 
bucking yet another industry-wide 
trend. Keystone shareowners had 
cashed in just $24.4 million worth of 
shares over the same period, a 20.2% 
drop in redemptions at a time when 
the rate was up 4% industry-wide. 

Not all of Sholley’s funds (four 
bond, four common stock, two bal- 
anced funds plus a Canadian fund) 
were doing equally well. His bond 
funds, as might be expected in bearish 
times, were running strong, up 18.8° 
in sales. But like many another work- 
ing the same chill ground, Keystone 
Fund of Canada (total assets: $17.1 
million) was lagging badly, with sales 
down 54.5% so far this year. Keystone 
S-1 Fund ($24 million in assets), spe- 
cializing in ultra blue chip common 
stocks, was off 20% in sales. And Key- 
stone S-3 ($60 million in assets), a 
growth fund, was down 12%. 

But outweighing all of these in 
over-all effect was the sales perform- 
ance of the Keystone S-4 fund. Clearly 
the star of Sholley’s stable, S-4 was 
breaking every sales record on his 
books, up 64.8% to push its total assets 
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to $96 million and thus become the 
biggest of all Sholley’s funds. 

A fund specializing in fast-moving, 
low-priced common stocks, S-4 had 
not always been so easy to sell. In the 
early stages of the historic bull mar- 
ket that started in 1950, S-4’s per- 
formance was far from gleaming. 

But from October 1957 to January 
1960, S-4 led all the rest in growth of 
net assets per share. As its fame 
grew, Sholley shrewdly capitalized on 
its record to expand his distributor 
organization from 1,600 to 2,200. 

Like Lefty Gomez (who once at- 
tributed his many pitching victories 
with the New York Yankees to “clean 
living and a fast outfield”), Sholley 
has a jaunty explanation for his suc- 
cess. “My friends all ask me how 
we're doing it,” said he. “I don’t know 
how we're doing it,” he says, “unless 
it’s because of our good long-term 


record—and our bigger sales force.” | — 


Portfolios: 
BANZAI! 


MurTvuaL Funps have been getting in- | 


creasingly international-minded in 
the past year or so—but internation- 
ally minded has usually meant West- 
ern Europe. Last month Los Angeles’ 
International Resources Fund broke 
out of the circle, took a position in 
three Japanese stocks. The three: 
Matsushita Electric, Tokyo Shibaura 
Electric and Sony. All are in the 


flourishing Japanese electronics in- | 


dustry. This purchase, according to 
Nomura Securities, the big Japanese 


brokerage firm which executed the | 


order, is the first U.S. mutual fund 
investment in Japan. “We're the first,” 
said President Coleman W. Morton, 
“but we won’t be the last.” 





Free booklet-prospectus describes 
The Common 
Stock Fund 


of GROUP SECURITIES, INC. 


A mutual fund investing for income 
and possible growth through com- 
mon stocks selected for their invest- 
ment quality. Mail this ad. 

Name 





Addee 


DISTRIBUTORS GROUP, INC. 
80 Pine Street, New York 5, N. Y. 











[ or nowe Price | 


CROWTH STOCK 
aos FUND, INC. 
LFA) BALTIMORE, MARYLAND 
OBJECTIVE: Possible long term growth 
of principal and income. 
OFFERING PRICE: Net asset value. 
There is no sales load or commission. 


REDEMPTION PRICE: Net asset value 
less 1%. 


Prospectus on request 


Dept. B 
be 10 Light Street Baltimore 2, Md. 
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moeorican 
imc teed & smelting ce. 


69th Cash Dividend On Common Stock 


The Board of Directors of American Zin 
Lead and Smelting Company on September 14 
1960 declared a dividend of 12%¢ per share on 
the Common stock of the corporation, payable 
October 10, 1960 to stockholders of record at the 
close of business on September 26, 1960 
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50 Congress St., Boston 9, Mass. 
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Southern California 
Edison Company 


DIVIDENDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
ends: 


COMMON STOCK 
Dividend No. 203 
65 cents per share; 


PREFERENCE STOCK, 

4.48%, CONVERTIBLE SERIES 
Dividend No. 54 

28 cents per share; 


PREFERENCE STOCK, 

4.56% CONVERTIBLE SERIES 
Dividend No. 50 

2812 cents per share. 


The above dividends are pay- 
able October 31, 1960 to 
stockholders of record Octo- 
ber 5. Checks will be mailed 
from the Company's office in 
Los Angeles, October 31. 


P. C. HALE, Treasurer 


September 15, ‘@® 





Do it... Say it: 


257 fourth Avenve, New Verk 10, New VYerk 
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GOODWIN 
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their own private readjustment, 3) or 
are basically less volatile than others. 

Chrysler Corp., around 42, is a good 
illustration of group 2 for the stage 
seems to have been set for an impor- 
tant earnings jump in 1961—if the 
economy permits. It is estimated that 
the company may report a third quar- 
ter changeover loss of less than $1 per 
share against a loss of almost $4 in 
the like period a year earlier. Full 
year profits should be in the $4 to 
| $4.50 per share area as compared with 

a small loss in 1959. Moreover, the 

company still has a $150-million bank 
| eredit it hasn’t used and year-end 

cash items may be around $300 mil- 
| lion as compared with $194 million a 





| year ago. 


The “pluses” in the Chrysler situa- 
tion can be summarized as follows: 
| a) The company this year is enjoying 
some 16% of the market against less 
than 13% in 1959. b) It will be free of 
some $32 million of premium steel 
costs in the coming year (roughly 
| $3.65 per share before taxes). c) Tool 
| and die amortization on the 1961 
| models reportedly are less than the 
costs charged against 1960 models. d) 
The over-all cost structure has been 
adjusted to the present product mix, 
when something like three out of 
every four cars sold were in the com- 
| pact low-priced field. 

Allied Radio Corp., the world’s 
largest distributor of electronic parts 
and high fidelity components, is a good 
illustration of group 1 for there’s much 
more to the business than the satis- 
faction of an interest in hi-fi and ham 
radio. Allied is quite interesting 
around 22 inasmuch as sales and earn- 
ings for the fiscal year ended July are 
estimated to have reached new peaks 
of some $34 million and $1.25 per 
share respectively. Also the outlook 
for this coming year is excellent and 
both sales and earnings should reach 
impressive totals. August is under- 
stood to have been an excellent month. 

Reasons for the growth in the busi- 
ness include the fact that distributors 
are natural beneficiaries of the grow- 
ing use of electronics in industry, the 
fact that all America is becoming more 
scientific minded. In turn, the latter 
spells the sale of electronic kits to 
engineers and schools as well as test 
equipment. Furthermore, companies 
such as Allied have a permanent place 
in electronics parts distribution; most 
manufacturers are not in a position to 
handle individual orders. In a word, 
Allied is able to grow as fast as the 
electronics industry without the parts 
makers’ risk of technological obsoles- 
cence. 
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including automobile, fire, casualty, 
multiple-line and life and disability 
insurance. The company’s growth 
through the years has been quite im- 
pressive, particularly in the consumer 
credit field. Indeed, in 1959 alone, 35 
new offices were opened. 

The company’s earnings record has 
been excellent, having risen from 
$3.51 per share in 1950 to $5.20 a 
share in 1959. “The substantial in- 
crease in credit loss experienced dur- 
ing the first quarter of 1960 continued 
throughout the second quarter. While 
there was some downward trend in 
the net effective rate paid for bor- 
rowed funds during the second quar- 
ter, operations for the first six months 
of this year reflected considerably 
higher costs for these funds than for 
the comparable period in 1959.” 
Hence, the decline in earnings for the 
first half of this year to $1.95 a share 
vs. $2.64 per share for the same period 
a year ago. Earnings for the second 
half of this year will benefit from 
lower interest rates, and it is expected 
that the full year’s results will reach 
around $5 a share. The recent price 
of 52 compares with a high of 67 last 
year and appears especially attractive 
for income and long-term apprecia- 
tion. Indicated annual dividend, $2.60; 
yield, 5%. 


SCHULZ 
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30%, respectively, in our weekly data. 
(The range is somewhat narrower on 
a daily basis.) As you can see, the 
price trend changes character when 
these limits are reached or momen- 
tarily exceeded. Thus, at No. 1, the 
relatively greater resistance at the 
April lows, compared to the earlier 
weak spells in January and March, 
foreshadowed the sharp May-June 
rally. Similarly, at No. 3, there was 
even more resistance at the July low 
(39% on line C for two weeks run- 
ning), suggesting that the August 
rally was in the making despite the 
new low in the A/D Index. 

As the chart stood when this went 
to press, all four lines stood close to 
their lows for the year. Another week 
closing on the downside could drive 
both the industrials and the A/D 
Index to new lows and would thus . 
induce renewed bearishness among 
many observers. You might, how- 
ever, keep your eye on the resistance 
line, which had moved close to its 
bottom range where it has signalled 
an intermediate price trend reversal 
on five prior occasions this year. 
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“FORBES GUIDE T0 COMMON STOCK PROFITS” 
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10 YOUNG GROWTH STOCKS 


The best way to build your family fortune 


today is to invest in “young 





5 OVER-THE-COUNTER STOCKS 


The rich and varied Over-The-Counter market 

is usually eee As! all but the profes. 

pense mw pt be 90% of the big-name s now 

the Big Board ware once traded over. 

the-counter where they could have been bought 
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which should graduate to he Big Bora ond 
become the giants of the 
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A much-awaited feature of “Forbes Guide to 
Common Stock Profits’ is o Starter Portfolio. 
astute i who f cl the portfolio 
selected for last year’s Guide saw it increase 





Have You Made Profits Like 
These in the 1960 Market?* 
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Texas Instr. 
Prentice-Hall 
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Profit 


Young Growth 160° 


Young Growth 
Young Growth 
Young Growth 


Good Quality- 
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ta! 
reach of the average investor. This ioe 
portfolio Mone is sie the small price of 
this new Manval. 


10 DAY FREE EXAMINATION 


This new Guide is now available to you at 
client price of only $10—c 
Va%, the 
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CLIP AND MAIL TODAY—SAVE $5 


Investors Advisory institute Inc. 
Subsidiary of FORBES INC. 
70 Fifth Avenue, New York 11, N.Y. 


cops ) of the new “FORBES GUIDE Fe COMMON STOCK PROFITS” for 10 
dupe’ ten eneniinntion. | m WO days | will romit ot the specie! Forbes’ clients price of only $10 (plus 


LIMITED 
s 
MAIL sree hogy handling) ey return Manual and 


( Check here if you enclose payment to save postage and handling costs. 
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owe nothing. Add 30c Sales Tax each on New Fork 
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ARE YOU PRACTICAL? 


lf so, chances are you'll find our new 
booklet “PERSONAL TRUSTS FOR PRAC- 
TICAL PEOPLE” of considerable inter- 
est. And if, on the other hand, you’re 
not particularly practical, well then, 
a booklet like this is virtually must 
reading. A In any event, we suggest 
that you send for a complimentary 
copy. We suspect you'll find it well 
worth your time. Better do it today! 
The FIRST 
NATIONAL CITY BANK 
of New York 
22 William Street, Dept. N, New York 
Member Federal Deposit Insurance Corporation 


the PREFERRED 
wa to lease trucks 
: because it’s national 


in experience and 


— service-local in costs 


Be ond controls 


Danan everything but the 
driver at flexible, local-level 
costs. On-the-spot management provides 
highest efficiency; full-service, one-invoice 
truckleasing—the LEASE-FOR-PROFIT way. 
lease o new Chevrolet, or other fine truck, 
operate it as your own with no investment, 
no upkeep. 

For facts about full-service, “‘Lease-for- 
Profit’* adleaieat’ mo, the nome of your 


ee “is TRUCK 


erving Principal Cities 
of the United States, 
Canada, and Pyerto Rico 


23 E JACKSON BLY. SUITE: R-10 © CHICAGO 4, ILL. 
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Air-conditioning manufacturers are 
worried once again about heavy dealer 
inventories of room units. Industry 
experts look for a year-end carry- 
over of 450,000 to 500,000 units, vs. 
375,000 last year. If past experience 
is any indicator, factory production 
will slow down drastically next year 
while dealers try to unload 1960 
models. 


s * * 
Sheraton Corp. could double its re- 


| ported income and dividends to stock- 


holders in a single step, reports Presi- 
dent Ernest Henderson. The method: 
by converting Sheraton from a fully- 
taxed corporation to a real estate in- 
vestment trust. If such a trust (made 
legal by a recent act of Congress) 
distributes 90% of its profits as divi- 


| dends, it is free of federal tax as a 


“conduit of capital.” Other companies 
which might also benefit: Hilton 
Hotels, Hotel Corp. of America and 
Tishman. 


_ +. e 
It’s an ill wind that blows nobody 
any good. Last month Florida’s U.S. 
Sugar, lergest domestic grower of 
cane sugar, was riding high in the 
wake of those Cuban quota cuts. With 
Castro’s sugar barred from the U.S., 


| domestic cane sugar producers’ quotas 
| were up sharply. 
| President Harry T. Vaughn, may well 


U.S. Sugar, says 


have to build a new grinding mill and 
refinery to handle the new business. 
a a o 

Coca-Cola is planning the first merger 
in its 75-year history by acquiring 
Minute Maid, the largest U.S. frozen 
fruit juice producer and the second- 
largest maker of instant coffee. One 
reason for Coke’s break with tradi- 
tion: the company feels it can give 
Minute Maid’s sales a mighty boost 
through its own vast overseas market- 
ing setup. 

e on * 

Trust-busters triumphed again when 
American Radiator & Standard Sani- 
tary last month agreed to sell its 
Youngstown Kitchens division, end- 
ing a 44-year court battle. What 
American-Standard won’t miss: the 
steady drain of Youngstown’s losses 
($350,000 over last year alone). 

* s ° 

Chicago-Calumet Skyway is in danger, 
bond men say, of becoming the second 
big toll road to default on interest 
payments (the first: West Virginia 
Turnpike, in default since June 1959). 


| Chicago-Calumet has money to pay 


this December’s interest and possibly 
next June’s, but after that the outlook 


| is doubtful. 


READERS SAY 
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$300 million is the minimum annual costs 
of sales and supervision to mutual fund 
investors—Eb. 


Str: The fund comparisons certainly 
proved what I had long suspected: Na- 
tional Securities (Dividend Series) 
ranked among the lowest performers. 
For experts who receive over $3 million 
in fees, they couldn’t do worse. The 
Dividend Series still carries 109,600 
Curtiss Wright, 93,400 Moore McCormack, 
30,300 Williams-McWilliams, and 40,400 
American and Foreign Power—all at tre- 
mendous losses. 

Maybe the stockholders should insist 
that the so-called experts read Forses. 

—Mrs. M. Marcer 
Coral Gables, Fla. 


Our Error 


Sm: I note that some of the figures 
published in your mutual fund survey 
do not agree with similar data which we 
compiled. I refer particularly to the 
columns marked “since the bull market 
began in 1953” and “in the bull market’s 
first stage.” 

According to our records, the first 
column should show Leon B. Allen Fund 
as 283.29 instead of 225.38 and the second 
201.88 instead of 160.61. 

You will note that the correct figures 
would list our fund among the top 20 
for the entire period. 

—Wr.1aAM E. BEAVER 
Vice President, 
Leon B. Allen Fund, Inc. 
New York, N.Y. 


Forses erred by not including capital 
gains in the Allen Fund’s results—Eb. 


Sm: While all the funds lose no op- 
portunity to tell us how they have per- 
formed individually, it takes Forses to 
let us know how they stack up against 
the competition. 

—Joun Hart 
Chicago, Ill. 


Dividend Declaration 


Sm: Your story on Merritt-Chapman 
& Scott (“Jinxed”,? Forses, Sept. 1) 
states: “. .. The third quarter dividend, 
which Wolfson had previously assured 
them (the stockholders) was safe, had to 
be omitted.” 
The assertion that Board Chairman 
Louis Wolfson had previously assured 
Merritt’s shareholders that the third 
quarter dividend was safe is at variance 
with the facts. At no time was such an 
assurance made. 
—Epwarp BRAvusE 
Director of Public Relations, 
Merritt-Chapman & Scott Corp. 

New York, N.Y. 


Forses read too casually a carefully 


worded statement by Mr. Wolfson on the 
future of Merritt-Chapman’s dividend—Ep. 
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BOOKLETS 


Valuable booklets are published by 
many concerns and made available 
free to interested businessmen. The 
best of these on matters of wide 
interest are listed as a service to 
Forses readers. Address your re- 
quest, by number, to: Subscriber 
Service Dept. Forses Magazine, 
70 Fifth Avenue, New York 11, N. Y. 


555. A Wortp witHin a Wortp. Since 
atomic energy will in time influence the 
entire course of the U.S. economy, this 
general explanation for the layman of the 

uses of the atom is highly use- 
ful. Published by Allied Chemical Corp., 
the booklet discusses the mining and re- 
fining of uranium and the splitting of the 
atom, then goes on to the two broad fields 
of “atoms for peace”—radioisotopes and 
nuclear fuel (24 pages). 


556. Wuat Apvertisinc AceNncies ArRE— 
Wuat Tuey Do anp How Tuey Do Ir. 
Only some 80 years ago, the advertising 
industry in the U.S. was a $100,000-a- 
year business. Today, through some 3,500 
advertising agencies, perhaps 15,000 as- 
sorted businesses spend $4 billion a year 
to advertise their wares. In this booklet, 
Frederic R. Gamble, president of the 


American Association of Advertising | 


Agencies, tells the story of the ad agency: 
its standards, services and methods of 
operation (29 pages). 


557. Facts asout Om. If you have ever 
wondered how a gallon of gas or a quart 
of oil get from a hole in the ground into 
your car, this booklet by the American 
Petroleum Institute answers your ques- 
tions. Beginning with the origin of oil 
(unknown), the industry’s story is limned 
from exploration, drilling and production 
on through transportation and refining to 
the final marketing operation. The study 


concludes with a summary of the many | 
uses for oil products that have developed | 


over the past 50 years (31 pages). 


558. Tue Facts asout Sart Water Con- 
VERSION. This thought-provoking report 
by the Research and Education Commit- 
tee for a Free World points up the urgent 
need for a comprehensive program of 
low-cost salt water conversion in the U.S. 
The booklet explains the various methods 
of conversion, gives statistics on water 
supply and consumption in the U.S. and 
reviews the accomplishments of the Fed- 
eral Government to date. Conclusion: 
progress under the Office of Saline Water 
has not been satisfactory, and new ideas 
are essential if we are to alleviate the 
world-wide water shortage (23 pages). 


559. Continutnc Liserat Epucation. The 
Fund for Adult Education was established 
in 1951 by the Ford Foundation as an 
“independent organization to advance 
and improve that part of the educational 
process which begins when formal school- 
ing is finished.” When it concludes opera- 
tions in 1961, the Fund will have spent 
$47,400,000 for that purpose. Here is the 
Fund’s report of its activities for two 
years, 1957-59, a review of its various 
endeavors to promote liberal adult edu- 
cation in the U.S. (120 pages). 
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NEXT ISSUE: 


The Briefcase Barnstormers—Whatever rough weather the big airframe 
makers are undergoing, one segment of aviation is continuing to set altitude 
records. For a countdown of the small plane business, see Forses next issue. 
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ON THE 


TH 0 | G ue BUSINESS OF LIFE 


Little progress can be made by 
merely attempting to repress what is 
evil; our great hope lies in develop- 
ing what is good. —Catvrn Coo.ince. 


He who is virtuous is wise; and he 
who is wise is good; and he who is 
good is happy. —-BoetTHIvs. 


Man never fastened one end of a 
chain around the neck of his brother, 
that God did not fasten the other end 
around the neck of the oppressor. 

—LAMARTINE. 


Any fool can criticize, condemn, and 
complain—and most fools do. 
—DALe CARNEGIE. 


Nothing in life is to be feared. It is 
only to be understood.—Marie Curie. 


A man may be ungrateful, but the 
human race is not so. —JoHNn MILTON. 


Great minds have purposes, others 
have wishes. —WasHINGcTON IkRvING. 


Character is that which reveals 
moral purpose, exposing the class of 
things a man chooses or avoids. 

—ARISTOTLE. 


Progress in industry depends very 
largely on the enterprise of deep- 
thinking men, who are ahead of the 
times in their ideas. 

—Srm Wiru1aM ELLIs. 


No liberal man would impute a 
charge of unsteadiness to another for 
having changed his opinion. —CicEro. 


The circumstances of the world are 
so variable that an irrevocable pur- 
pose or opinion is almost synonymous 
with a foolish one. —W. H. Sewarp. 


Experience is not what happens to 
a man. It is what a man does with 
what happens to him. 

—A.pous HuXLey. 


Method will teach you to win time. 
—GOETHE. 


Do what we can, summer will have 
its flies. —Ra.pH Watpo EMERSON 


He will always be a slave who does 
not know how to live upon a little. 
—Horace. 


Economy is in itself a source of 
great revenue. —SENECA. 


56 


Whatever is worth doing at all, is 
worth doing well. 
—Lorp CHESTERFIELD. 


Who does not befriend himself by 
doing good? —SopHOCLEs. 


Try to be one of the people on whom 
nothing is lost. —Henry JAMEs. 


One man with courage makes a 
majority. —ANDREW JACKSON. 


Wondrous is the strength of cheer- 
fulness, and its power of endurance— 
the cheerful man will do more in the 
same time, will do it better, will per- 
severe in it longer, than the sad or 
sullen. —Tuomas CARLYLE. 


Let thy speech be better than si- 
lence, or be silent. 
—DIoONYSIUS THE ELDER. 





B. C. FORBES 

At least once a year everyone 
should have a vacation, not 
merely because it is “deserved,” 
but because any man can return 
from such change and rest with 
better perspective and greater 
ability to handle his job. The 
executive who feels he is indis- 
pensable for even two or three 
weeks is either suffering from an 
overdose of ego, or sorely in need 
of reorganizing his setup. No 
man can deliver his best year 
after year without “the pause 
that refreshes.” It benefits both 
the man and his company. 





“Man” is the principal syllable in 
Management. —C. T. McKenzre. 


Lord, grant that I may always de- 
sire more than I can accomplish. 
—MICHELANGELO. 


If you keep your mind sufficiently 
open, people will throw a lot of rub- 
bish into it. —Wiuu1am A. Orton. 


He who sacrifices his conscience to 
ambition burns a picture to obtain 
the ashes. —CHINESE PROVERB. 


Gain not base gains; base gains are 
the same as losses. —HEstop. 


Failures inspire pity, seldom admi- 
ration. The streets of the City of 
Failure are paved with alibis—some 
of which are absolutely perfect. 

—Harry A. EarnsHaw. 


On the whole, it is patience which 
makes the final difference between 
those who succeed or fail in all things. 
All the greatest people have it in an 
infinite degree, and among the less, 
the patient weak ones always conquer 
the impatient strong. —Jonn Ruskin. 


If you wish to preserve your secret. 
wrap it up in frankness. 
—ALEXANDER SMITH. 


Opportunity rarely knocks until 
you are ready. And few people have 
ever been really ready without re- 
ceiving opportunity’s call. 

—CHANNING POLLOCK 


No one would ever have crossed the 
ocean if he could have gotten off the 
ship in the storm. —SIGN IN 

Cuartes F.. Kerrertnc’s OFFICE. 


Few things are impossible to dili- 
gence and skill. —Samvuet JonNson. 


We are here to add what we can 
to, not to get what we can from, Life. 
—Srr WiiiiaM OSLER. 


Human felicity is produced not so 
much by great pieces of good fortune 
that seldom happen, as by little ad- 
vantages that occur every day. 

—BENJAMIN FRANKLIN. 


There are two ways of meeting 
difficulties: you alter the difficulties, 
or you alter yourself to meet them. 

—Puy.us Borrome. 


In making our decisions, we must 
use the brains that God has given us. 
But we must also use our hearts 
which He also gave us. 

—Futton OURSLER. 

Of a good beginning cometh a good 
end. —Joun HEYwoop. 
» Si a te  aeta 

More than 3,000 selected “Thoughts” 
| available in a 544-page book. Regu- 
lar edition, $5. 








A Text <<. 


Sent in by Mrs. C, F. Gee, Chau- 
mont, . What's your favorite 
text? A Forbes book is presented 
to senders of texts used. 


experience hope. 


And not only so, but we glory in tribula- 
tions also; knowing that tribulation work- 
eth patience; and patience experience; and 


—Romans 5:3-4 
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TRIGGERING THE NAVY'S POLARIS. 
Launched underwater for its flight through space, the 
Navy’s Polaris missile adds a global dimension to 
America’s defenses. It is a potent deterrent carried by 
our latest nuclear-powered submarines. It is armed and 
fuzed by Avco’s Electronics and Ordnance Division. 


AVCO CORPORATION, 750 THIRD AVENUE, NEW YORK 17, NEW om VCO 


POLARIS MISSILE IN FLIGHT UNUSUAL CAREER OPPORTUNITIES FOR QUALIFIED SCIENTISTS AND ENGINEERS...WRITE AVCO TODAY. 





The space you save is pure gold 


With today’s rising costs of office space, every square foot you save is like finding “pure gold”. 
And you can make vital space savings with GF SupeR-FILERsS. Because of their swing-front 
drawers, two five-drawer SUPER-FILERS match the capacity of three conventional four-drawer 
files .. . in one-third less floor space. Their mechanized action speeds up filing by at least 25%, 
too. Ask your GF representative for full details, or write us direct for your SUPER-FILER 
brochure. The General Fireproofing Company, Department G-24, Youngstown 1, Ohio. 


ENERAL 
Whether you're planning new offices or major remod- ee Serene 
eling, it will pay you to consult GF Business Work inerroorine 


Center specialists at the time you hire your architect. 


Visit us at the OEMI BUSINESS EQUIPMENT EXPOSITION « Los Angeles Sports Arena + November 1-4 
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